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LETTER OF SUBMITTAL 





Unitep States SENATE, 
CoMMITTEE ON ARMED SERVICES, 
April 17, 1952. 

My Dear Mr. Cuairman: There is submitted herewith a report of 
the Preparedness Subcommittee which was appointed by you under 
the authority of Senate Resolution 18 of the Eighty-second Congress 
for the purpose of exercising a continuous watchfulness over matters 
within the jurisdiction of the Armed Services Committee through 
a continuous study of all policies, programs, activities, operations, 
facilities, requirements, and practices of the Department of Defense, 
the armed services, and other agencies exercising functions relating to 
them and the administration thereof in all respects. 

This is a report on the organization and functions of the Munitions 
Board. 

The subcommittee also has under way numerous other studies. 
The results of these studies will be reported to you as they are 
completed. 

Respectfully, 
Lynvon B. JoHNson, 
Chairman, Preparedness Subcommittee. 


IIt 














4 
2 
f 


CONTENTS 





Page 
SO on new oc be ee needs Sank dae MEMES 1 
The Munitions Board: 
Role-of the: Spemisies Dag. 8 a. cb kcnc ce aeesdeeed ausess 2 
CURSE YT, MG CClet BURNOTIO’ wicca mdanmdans dad dine Sues 2 
Functions Of $00 GrGnissue MOGMi. ns eo es ee dias 3 
Programing of procurement and production____.-....--------- 4 
PRUNES RNRURIGNNE ok i Se es eked eedaweca 5 
Munitions Board functions since June 1950_ --- -- sis zaidebows 6 
The place of the Munitions Board in the mobilization structure_ ---- 9 
COP aR INET SATED WRIED oa oe ne le een Se Awe dw aoe 10 
Requirements programing: 
What &: vormroemente ovtintte Mii seo dee eu lee cl cs cta cscs 13 
PiU: SO RRONOE Be TANS iso hie ae AS ew ed ee eee 14 
DUE TINO RT ONIN nn. te RESUS A eth Soe ie 15 
Function of the Munitions Board in requirements estimation___--~--- 15 
Mobilization requirements planning___.......---------------- 16 
Current requirements programing.__..-..-.....-------------- 18 
IF nie I NI a ro se ie Sd wlan ge mre 19 
Industrial production programs: 
Munitions Board responsibilities in the field of industrial production - - 21 
Statutory authority DPT RS De. Pe Se oS ON daw btm che oad a 22 
PYOGUGtHIE MOCREIOM PROGTIN Soe ok Sk ke a cece is 22 
Industrial preparedness measures program a eee eerie ns 24 


Industrial equipment program____.------ ao 
Expansion of productive capacity and supply program 


bo bo bo 
to 


aeseace = o 
uRDNEE EEE) oo ere ook aden ko ae man : 6 
Cp pennn OMI, S i  ee e ks , diewsudea 26 
aarti rte Ne be ere ees cub en eho ewennen 27 
Procurement: 
Importance of coordinating procurement _-_-.....----------------- 27 
Cer I a ee et ee ea nace nasa cendaawn 28 
Coordination of procurement - polici ies and procedures- Si iltstacastinexerebere ate 28 
Assignment of procurement responsibilities__.............--------- 30 
Sr I iS a gS eta nh de Sate wa es 32 
Organization and staff a as aa aoa Ee aN de Shoo ba Pnctecctincuan 32 
Priorities and allocation controls: 
TnI or ns ee oe i end awemandud 33 
Defense order rating svstem______-_-------- RG. jee ates 34 
Controlled Materials Plan...........--.-.-.-.- a ah Be 35 
Relative military urgencies system____..-.---------- icc a aes bile 36 
Cees Be Es aon enw nts ue cues IG ea ee 38 
Distribution program: 
I re SN hs OS is ead edna ees Seed 38 
rT Cs ale a er ed ne ideieidee mars 39 
Distraction Osos SUMMNRPINDG 8. ck eww ce cn snene 39 
Coordination by the Munitions Board asec seacareuserre es 40 
The supply system study project _ ---.- ‘ ta a ce eee 41 
Organization and staff_.__.....__-.-- Loe : : seaets 42 
The stockpiling program: 
UR a atk age athsn wi ick’ oni 42 
The basic stockpiling formula. _-__......--------- < Serr 43 
Determination of stockpile objectives... _......-.----------------- 43 
Determination of rate of acquisition. _.......--..--...----------- 44 
OIE COIN 6 ois cats aga anced wen sane as eta beta eae les 45 
PTL MINUNIN NET ok saat my a Ain't are oe wk ok wos ec en dh ay 46 


eee ee een ae 


od 








VI CONTENTS 


Industrial plant and equipment reserves: 
a ee 
ee iiss occ cde eatin are he oo sien cedbadkueace 
SPIE IIS scien, oho wie ata erhin neLee icc. dh w us a'o cat ne Wise ois 
Utilization of the national industrial reserve______________________ 
Utilization of the national industrial equipment reserve_._____-__-___ 
Organization and staff 

Catalog program: 

I ras icon erst ci Alda och woe wiser dices ee ieee bend tip Wien gece aide Aas 
Statutory autnority.. . ..... =~. ecasestwertens occ ce scc sn kcucdces 
ee I oii no asd ean eee awein cua eena deleaeas 
Reorientation since Korea 
Organization and staff 
Standardization program: 


PULIOSS BING DUNNO oie nin resist nine SS Se See NEE ee ie 
Statutory qutnority...... <1. sass ewee SUSE ho oe eo ie 
PROORGUIOB nose Je ae BO ASSL el. Se eee ee 
Current: programis:in specific arene... 2 Sahisee, e . 
Relationships with other aponcies:. 6.2.14 5046 Sued. So ee. 
Some recent examples_- aa we sChas ee POUL ERE So see 


Cee TN WE ng. ice ee one cb de eae 
Small-business programs: 

Mobilization problems confronting small business__-------.-------- 

Statutory and ciher antinority.. 3 sbi ee See 

Stene-taken (0 cid email Dusiness 2. nen se eu ae 

Organization and staff_._.______-_-.- 


AOPVEGIS . «oo. cise eee occ e edule 





roo 


~ 


> Gr Gr be ie Co 


~~ 
~ 


5 
5 
5 


> 








LOOP RNC Imre pee 


Pager rors 





REPORT ON THE MUNITIONS BOARD 


INTRODUCTION 


The Preparedness Investigating Subcommittee has long felt the 
need of a comprehensive, accurate, and readily usable source of 
information on the powers, functions, organization, and procedures of 
the agencies engaged in the mobilization of the economic forces of 
the Nation. There is at present no one place to which the Members 
of the Congress, Government officials, and the interested public can 
go for an explanation in layman’s terms of what those agencies are 
organized to do and how they are to do it. 

This information has to be dug out of a mass of official documents, 
such as statutes, Executive orders, rules, regulations, organization 
charts, manuals, and directives which were issued over a long period 
of time, never coordinated into a single readily understandable docu- 
ment,.and are expressed in a very specialized language. There is a 
very good reason for this, since the purpose of these documents is to 
create clear lines of responsibility and authority and to set forth 
policies, programs, and procedures in a highly technical field for the 
use of inside management, not for the information of the general 
public. 

Now that economic mobilization has become everybody’s business, 
the businessman, the student of public affairs, and the interested 
citizen have a real need for a comprehensible survey of the economic 
mobilization effort. For those who have a direct responsibility for the 
adequacy and efficiency of the mobilization structure, as Members of 
the Congress or as offic ials of the Government, such a survey should be 
helpful .in their determination of the extent to which the primary 
objective of efficient and expeditious military preparedness is pro- 
ceeding. 

A complete description of this nature would include the military 
aspect of economic mobilization centered in the Department of 
Defense, with major subdivisions comprising the Office of the Secretary 
of Defense, the Munitions Board, and certain functions of the Depart- 
ments of the Army, Navy, and Air Force and of the specialized military 
agencies. It would deal with the group of civilian control agencies 
centering around the Office of Defense Mobilization, and also with the 
mobilization furictions of over a score of departments and independent 
agencies of the Government. 

A survey of such full scope would be a very large scale undertaking, 
and the size and variety of such a project may be the reason why it 
has not been done in spite of the undoubted usefulness of its results. 
Although the committee fully recognizes these difficulties and the limi- 
tations of its resources, in the light of its other responsibilities and 
commitments, it has nevertheless deemed it worth while to study in 
some detail at least one of the most crucial agencies in the economic 
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mobilization effort. Smee the purpose of the mobilization effort is to 
build up military strength, actual and potential, and the Munitions 
Board is the keystone of these functions in the Military Establish- 
ment, the committee has selected as its point of departure the study 
of the powers, organization, and functions of the Munitions Board. 

This is the only report so far as is known which sets forth the prin- 
cipal economic functions of the Department of Defense, the methods 
and organization by which the Munitions Board carries them out, 
and their relationship with the activities of other agencies of the Gov- 
ernment. It does not attempt to evaluate the work of the Munitions 
Board nor does it recommend any program to be followed. It does, 
however, describe in layman’s language the duties and functions of 
the Board. 

Tue Munitions Boarp 


ROLE OF THE MUNITIONS BOARD 


The Munitions Board is the central top-level planning and co- 
ordinating agency within the Department of Defense in all economic 
and industrial fields. Its duty is to furnish the industrial support 
for the strategic and logistic plans of the Joint Chiefs of Staff. It 
acts for the Secretary of Defense in all industrial matters, including 
procurement, production, and distribution of material from producers 
to the military-supply systems, and has generally the primary respon- 
sibility for the planning of the military aspects of industrial mobiliza- 
tion. It is not an operating agency except for its work in the field of 
cataloging and in representing the Department of Defense as claimant 
before civilian control agencies for materials and other production 
resources. 

STATUTORY AND OTHER AUTHORITY 


The present Munitions Board was created by section 213 of the 
National Security Act of 1947 (Public Law 253, 80th Cong.), as 
amended in 1949 (Public Law 216, 81st Cong.).' 

The powers and duties of the Munitions Board and its relationships 
with the military departments and other agencies of the Department 
of Defense are more specifically defined in the Board’s charter, pro- 
mulgated in a directive of the Secretary of Defense dated November 3, 
1949, and subsequently amended on September 13, 1950, and May 31, 
1951.” 

Under these authorities, the Board acts in an advisory capacity to 
the Secretary of Defense. It has no statutory responsibilities of an 
independent character. Like certain other agencies created by the 
1947 act (Office of the Secretary of Defense, Joint Chiefs of Staff, 
Research and Development Board) the Munitions Board within the 
area of its responsibility is an instrument for the unification of the 
armed services. Civilian control is provided by the requirement that 
the Chairman of the Board shall be “appointed from civilian life by the 
President.” 

The effect of the amendment to the National Security Act has been 
to increase the authority of the Board and to make it possible for its 


1 See appendix for text of this section and chart I for the organization for national security as set forth in 
the National Security Act of 1947, as amended. 

? See chart II for the place of the Munitions Board in the Department of Defense and see pp. 9-10, under 
caption “The Place of the Munitions Board in the Mobilization Structure.” 
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power of decision to be centralized in the Chairman. In the charter of 
the Board and in other directives the Secretary of Defense has dele- 
gated additional authority to the Board and has given the Chairman 
power of decision in any matter on which the other members of the 
Board are not unanimous. Thus, although the Board is advisory to 
and under the authority of the Se retary ‘of Defense, it is, subject to 
these limitations, also a reincarnation of the old Army-Navy Munitions 
Board as an Army- Navy-Air Force Munitions Board, in that it is 
really controlled by the three military departments through their 
Assistant or Under Secretary Board members, except in any case in 
which they are not unanimous. 

The authority of the Munitions Board is limited by the will of 
Congress, as expressed in the various acts under which the Board 
functions or which it administers, and also in the annual and supple- 
mentary budget appropriations; the overriding authority of the 
President, as formulated in Executive orders and otherwise; and the 
general direction of the Secretary of Defense, as set forth in directives 
and orders. That the direction and control of the Board by the 
Secretary of Defense is of primary significance has been clearly indi- 
cated by the legislative history of the National Security Act, as 
amended. The statute further provides that the Board’s activities 
must be in support of and therefore dependent on the strategic and 
logistic plans of the Joint Chiefs of Staff. Moreover, the Board and 
indeed the whole unification concept are relatively new, while the older 
separate services were founded at the beginning of the Republic and 
have developed a great body of tradition and precedent which cannot 
be quickly and radically revised. Finally, the Board in common with 
the whole current rearmament program operates under the limitations 
imposed by the pressure of a national emergency, and of a tense and 
highly changeable international situation. 


FUNCTIONS OF THE MUNITIONS BOARD 


The functions of the Munitions Board fall into three major group- 
ings—the programing of current procurement and production, plan- 
ning for procurement and production during a mobilization period, 
and. supply management functions. 

The programing of current procurement and production involves 
ascertaining the total needs of the military departments for matériel, 
facilities, and supporting production resources and taking the appro- 
priate actions with the civilian control agencies to effect the necessary 
procurement and production. Broadly speaking, the mobilization 
functions deal with industrial planning for war, with a view to shorten- 
ing as much as possible the period between the outbreak of war 
(D-day) and the maximum availability of supplies to the Armed 
Forces. The supply management functions are intended to produce 
the greatest possible standardization, uniformity, economy, and effi- 
ciency in procurement and supply functions which are consistent with 
military effectiveness. They involve peacetime activities to be carried 
over into war or full-scale emergency for greater efficiency in the 
various fields of supply operations. 

The functions of the Munitions Board will be discussed in some 
detail below, but it may be desirable to summarize in broad outline 
at this point what these functions are and how they are supposed to 
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be fulfilled. They are carried out through some fifty-and-odd_ pro- 
grams (a program is a plan plus the preparatory steps plus the meas- 
ures necessary for its execution). The principal programs include the 
following: 


Programing of current and mobilization procurement and pro- 
duction: 
Matériel and facilities requirements programing 
Procurement and production programing 
Priorities and allocation controls 
Plant and equipment reserves management 
Stockpile programing 
Supply management: 
Procurement 
Distribution 
Cataloging 
Standardization 
There are also important programs relating to foreign economic 
matters and to small business. 


Programing of procurement and production 


The starting point for industrial planning is a military strategic 
and logistic ® plan drawn up by the Joint Chiefs of Staff. This is 
the basis for the departmental plans of the Army, Navy, and Air 
Force which translate the strategic and logistic plans of the Joint 
Chiefs of Staff into requirements for end items (guns, tanks, ships, 
planes, etc.) and these in turn into requirements for resources (man- 
power, materials, components, plant facilities, etc.) under procedures 
prescribed by the Munitions Board. The Board consolidates these 
requirements estimates and tests their feasibility in consultation with 
the central civilian control agencies (Office of Defense Mobilization, 
Defense Production Administration, etc.). If these plans are not 
feasible, the Joint Chiefs of Staff must either adjust its plans so that 
industry can support them or take a calculated risk on shortages of 
certain items. 

Full mobilization would require more production of munitions than 
the combined capacity of Government-owned plants plus those plants 
which have been working on the relatively small volume of peacetime 
orders. Moreover, time is crucially important, since it may take 12, 
18, or even more months from the time a contract with a munitions 
manufacturer is signed until initial or volume deliveries are received. 
Therefore, under procedures developed by the Munitions Board pre- 
planning production schedules have been worked out with thousands 
of privately owned plants for their rapid conversion to munitions 
manufacture and for setting aside a portion of their capacity for 
ordinary peacetime goods for civilian use. 

Under full mobilization, too, the amounts of resources available 
would not be sufficient to meet both military and civilian needs, and 
even military needs would have to be considered in the light of their 
relative military urgency as determined by the Joint Chiefs of Staff. 
For this reason a system of priorities and allocations of materials, 
components, and facilities for use in an emergency has been prepared 
by the Munitions Board for use by all policy levels within the De- 





§ Logistics is defined as “‘the branch of military science that treats of moving or supplying armies and 
conducting campaigns” (Funk & Wagnalls Desk Standard Dictionary). 
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partment of Defense and by the Department as a whole within the 
over-all control of resources by the civilian control agencies. In this 
area a substantial part of the mobilization planning has already been 
put into practice because of the pressure of the rearmanent program. 

The plant and equipment reserve programs are intended to preserve 
the industrial potential of plants and equipment constructed during 
World War II which retain usefulness for purposes of remobilization. 
Some of these plants were declared surplus and sold or leased to pri- 
vate industry, but in many cases a “national security clause’ was 
inserted providing that the facilities were to be maintained in condi- 
tion to permit reconversion to war production if needed. Both plant 
reserves and industrial equipment (machine tools, etc.) reserves con- 
sist of national reserves, administered by the General Services Ad- 
ministration under the supervision of the Munitions Board, and 
departmental reserves, administered by the three military depart- 
ments. In addition the Board supervises the military portion of an 
industrial production equipment program whereby manufacturers of 
machine tools and the like prepare emergency production schedules 
for which they receive “phantom ordérs”’ in peacetime, which in an 
emergency become the basis for actual ‘“‘pool orders” underwritten by 
the Government and available for delivery against firm orders from 
war contractors. 

Under the stockpiling program, the Munitions Board determines 
stockpile specifications and objectives, and establishes procedures for 
the acquisition, processing, rotation, etc., of stockpiled materials. A 
related program involves policies and procedures for conservation 
and utilization of substitutes for strategic materials which are, or 
under emergency conditions will be, critically short. 

Supply management 


Under this program the Munitions Board works out uniform 
purchase and contract administration policies within the Department 
of Defense in order to eliminate competition among the three services 
in their procurement activities, to relieve industry from the necessity 
of dealing differently with and maintaining separate accounting records 
for each service, and to promote orderly transition to wartime pro- 
curement activities. The Board is required under the National 
Security Act to use single procurement to the greatest extent practi- 
cable, i. e., to assign to a joint agency or to one of the military depart- 
ments the responsibility for procuring all the requirements of all the 
departments for a specified item. 

With procurement currently running at the rate of more than 40 
billion dollars a year and a total procurement authorized and requested 
since Korea of over 120 billion dollars, this is obviously a most im- 
portant segment of the supply-management function. 

Supply management also includes the formulation of policies, pro- 
cedures, and programs affecting the distribution of military matériel, 
including receipt, storage, warehousing, inventory control, mainte- 
nance, issue and disposal of matériel, and transportation of matériel 
and personnel. 

The cataloging program has the tremendous objective of establish- 
ing a single cataloging system for all Federal Government depart- 
ments and agencies, to cover possibly some 3 million different items. 
This would improve the assignment of procurement responsibilities 
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among the military services, prevent duplicate procurement of the 
same items appearing in different catalogs under different names and 
numbers, improve inventory-control systems, and enable contractors 
to eliminate separate records for each agency identifying the same 
item by different descriptions and numbers. Presently the Depart- 
ment of Defense alone employs 17 cataloging systems. 

The standardization program has a different but related objective, 
which is to reduce the number of different military end items to a 
practical minimum, to bring about the greatest possible interchange- 
ability of parts and components used in those end items, and to make 
one series of military specifications containing engineering, equipment, 
matériel, and process standards for the guidance of designers and pro- 
ducers of military supplies. 

Under the foreign economic program the Munitions Board coor- 
dinates Department of Defense participation with the United States 
and international agencies in establishing American economic and 
financial policies pertaining to trade agreements, export and import 
controls, economic warfare, foreign resources development, etc. It 
also develops policies and programs relating to mutual economic and 
production assistance for the international defense mobilization of 
nations in the North Atlantic Treaty Organization. In addition, it 
reviews foreign production requirements and their effects upon United 
States production, and when appropriate, presents and defends such 
requirements before civilian agencies. 

Under the small-business program the Munitions Board represents 
the Defense Department in the formulation of national small-business 
policy, and coordinates and establishes within the Department policies 
and procedures to assure proper utilization of small business in the 
military procurement program. 


Munitions Board functions since June 1950 


The great effort to build up military power in which this country 
has been engaged since the outbreak of fighting in Korea in June 1950 
has deeply influenced the functioning of the Munitions Board. Before 
Korea the armed services had been for some years operating on an 
annual budget of about 13 billion dollars, designed for economy and 

“a sufficienc y of national security,” according to the then Secretary 
of Defense. Absorbing about 5 percent of the gross national output 
of goods and services, the Armed Forces could count on getting what 
they needed when they needed it and in the quantities required, sub- 
ject solely to the dollar limitations imposed by the budget, through 
the normal operations of the free market, a so-called shopping list 
approach. 

At the same time military planning for D-day mobilization recog- 
nized that in time of war expenditures might rise to 45 percent of the 
gross national product (as at the peak of World War II), or higher, 
and that under the combined weight of such expanded military de- 
mand, plus war-boomed civilian demand, the whole economic system 
might break down unless a far-reaching system of economic controls 
of many kinds were installed. Such expenditures would create an 
immediate danger of inflation in. the absence of adequate price and 
wage controls. Moreover, the demands for basic resources—man- 
power, plant facilities, raw materials, etc.—might exceed the available 
supply and would have to be met under a system of priorities and 
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allocations. The limiting factor on military expenditure in wartime 
would be resources, not dollars. Requirements of the military forces 
based on the strategic plans of the Joint Chiefs of Staff, would have 
to be very carefully estimated and tested for feasibility. But, under 
peacetime conditions, i. e., before Korea, all such plans, looking 
toward the indefinite future, were sharply distinguished from current 
needs. 

The preparation of these plans insofar as they affected the military 
aspect of industrial mobilization was the task of the Munitions Board. 
This involved drawing up manuals, programs, directives, and orders; 
establishing working relationships within the Department of Defense, 
with the National Security Resources Board as the central civilian 
planning agency, and with industry advisory committees drawn largely 
from private industry; the reorganization of the Munitions Board 
itself and plans for its further reorganization in time of war; the 
preparation of standardized procedures for estimating requirements, 
for allocating industrial plant capacity for military production, for 
setting up priorities and controls, for procurement, for stockpiling, 
for managing the plant and equipment reserve, etc. 

These tasks were in addition to the steady working out and refine- 
ment of policies and procedures for meeting the day-to-day peacetime 
needs of the Armed Forces getting the separate services to work 
together ia a unified manner ta procurement, tn packaging, in setting 
up uniform military specifications, and in many other areas. 

Much was being accomplished in laying the ground work for sys- 
tematic and realistic mobilization, but the test of events showed that 
push-buiton mobilization had not yet been achieved. 

Three months after the actual outbreak of hostilities in Korea 
legislation was passed giving the President extensive new powers, but 
still short of what would be required in time of war. The President 
in turn delegated these powers to existing agencies, and only later 
and then with caution did he create new defense agencies. Six months 
after the Korean invasion the President declared a national emergency. 
By three supplemental budgets the Armed Forces were authorized to 
triple their purchases of ‘‘hard goods’’, and were later to triple them 
again the followmg year. The percentage of gross national product 
absorbed by military expenditures rose from 5 to 10 percent in the 
first vear after Korea, and would be 20 percent a vear later. As 
budgetary authority gradually was translated into actual production 
of military items, shortages and bottlenecks began to manifest them- 
selves in the three classic metals of modern war—steel, aluminum, 
and copper—as well as in tin and cobalt and tungsten, in machine tools 
and small electric motors and antifriction bearings, in below-schedule 
deliveries of aircraft and in rising prices. 

The Board was called on to put into effect, to greater or lesser 
degree, varying with the different functions, the various emergency 
mobilization plans which it had formulated. More and more current 
problems tended to merge with mobilization problems as the dividing 
line between ‘‘war’’ and ‘‘peace’’ dimmed and broadened into a 

‘gray area.’’ The impact of military procurement on the civilian, 
economy, a consideration for only the far-off top echelon mobilization 
planners in the ‘shopping list’? days of peace, became a practical 
everyday matter for military and civilian alike. Without efficient 
planning of production, procurement, and requirements estimation 
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the Armed Forces would not get what they needed, money and 
resources would be wasted on tanks without guns and guns without 
shells, and a tremendous boost would be given to the forces making 
for inflation. 

Because of the sheer load and urgency of the military build-up and 
the current problems which demanded immediate action, the primary 
emphasis of the Board’s functioning shifted from mobilization planning 
to managing the expanded current procurement and production pro- 
grams of the ae Forces. 

On April 27, 1951, shortly before congressional committee hearings 
on the mites vane were to open, President Truman addressed a 
meeting of officials of military and civilian defense and budget agencies 
on the defense-production program. He pointed out the necessity 
of tightening the control by these agencies over the spending of the 
huge sums contemplated for the 1952 budget and of close cooperation 
between the Department of Defense and the mobilization agencies. 
Consequently, on May 31, 1951, the Office of the Secretary of Defense 
issued a directive to the heads of th> militar y departments with respect 

to the designation and functioning of their representatives on the 
Munitions Board (see p. 11), and another direc tive, discussed below, 
addressed to them and also to the Comptroller and the Director of 
Manpower of the Department of Defense and to the Chairman of the 
Munitions Board. 

As a result of these directives, new responsibilities were placed 
upon the Board jointly with the Comptroller, who is an Assistant 
Secretary of the Department of Defense. The Board is now required 
to approve planned produc tion schedules submitted by the military 
departments representing 75 percent of the total dollar value of the 
hard goods procured by them. These schedules must be classified 
according to relative military urgencies. Resources must be available 
to meet requirements; production schedules for easy-to-get items must 
be conformed to those of more difficult related items (shells to big 
guns, for example); requirements estimates must show separately 
initial equipment, combat and peacetime usage, inventories and war 
reserves; and the separate programs of the ‘three services must be 
interrelated and modified if the aggregate is in excess of amounts 
available. Similarly, soft-goods procurement is placed under the 
control of the Munitions Board to prevent the piling up of produc- 
tion with subsequent let-downs and the accumulation of supplies out 
of proportion with related hard goods. 

The Munitions Board, in conjunction with the Comptroller, is 
to provide for effective review of the methods and adequacy of the 
inventory-control systems and procedures maintained by each mil- 
itary department. The objectives of the review are to include de- 
termining that inventories are pees considered in computation 
of requirements, that proper balance exists between supply and de- 
mand for individual end items of matériel, that inventories are ade- 
quate to meet combat needs, and that uniform policies and pro- 
cedures are developed where feasible and desirable. 

The Board periodically audits and reviews planned production 
schedules and planned procurement. The Comptroller’s office reviews 
and approves the schedules, procurement programs, and requirements 
from a budgetary viewpoint in relation to available funds and appro- 
priations requested and to be requested from Congress. 
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Thus, the expansion of the Armed Forces is subje ct to review by the 
Munitions Board and also by the Comptroller’s office with one eye to 
the limitations of resources and the other to limitations of dollars. 
This is clearly appropriate in view of the “‘in-between”’ character of the 
present situation which has been described as a “gray area,’’ neither 
peace nor full mobilization for war. 


THE PLACE OF THE MUNITIONS BOARD IN THE MOBILIZATION STRUCTURE 


I. Relationships of the Board within the Department of Defense 


It will be seen by reference to chart Il that the Munitions Board 
occupies a place within the organization for national security which 
in a sense is intermediate between the Office of the Secretary of Defense 
and the three military departments. As such, it performs a dual role. 
With respect to the Secretary of Defense, it acts as an adviser on the 
military aspects of industrial mobilization,‘ under his direction and 
pursuant to a charter and directives prepared by his office. It should 
be noted however that the Chairman of the Board is not appointed by 
the Secretary of Defense but is appointed directly by the President, 
with the advice and consent of the Senate. With respect to the 
armed services, subject to the control of the Secretary of Defense, it is 
a coordinating and planning agency which prepares programs and 
procedures aiming at uniformity of procedure and elimination of inter- 
service competition in mobilization planning and in supply manage- 
ment. 

The Board’s programs and procedures are in support of the strategic 
and logistic plans of the Joint Chiefs of Staff, who are the principal 
military advisers to the President, the Secretary of Defense, and the 
National Security Council. 

The Board is also responsible, together with the Assistant Secretary 
of Defense (Comptroller) for the review and supervision of the re- 
quirements estimates, production schedules, and procurement pro- 
grams of the armed services in the current stage of intensive military 
build-up. 

The Board receives from the services requirements estimates, pro- 
duction schedules, and requests for priorities, and issues to them 
directives, manuals, regulations, forms, etc. It divides among them 
under priorities allocations the resources which it receives from the 
civilian agency, it allocates production capacity among them, and in 
certain fields assigns procurement responsibilities to one service for 
items to be used by one or both of the others. 

Thus the Board occupies the key position within the Department of 
Defense in all matters relating to industrial mobilization. 

II. Relationships with other agencies 

In accordance with its role as an instrument of unification the 
Munitions Board represents the Department of Defense as a whole 
in its relationships with the civilian agencies in the mobilization 
structure. The key agency in this respect is the Defense Production 
Administration, which, under the direction of the Office of Defense 
Mobilization, occupies a position in relation to the civilian agencies 
somewhat corresponding to that of the Board among the military 

4 Except as to matters affecting manpower which are handled by the Division of Manpower and Per- 


sonnel headed by an Assistant Secretary of Defense, and those affecting finance, which are handled by the 
Comptroller. 
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agencies. Carrying out the principle of civilian supremacy, the 
Defense Production Administration makes the final policy decisions 
that carve up the Nation’s resources as between military and civilian 
end uses, and thus in the last analysis decides whether the resource 
requirements consolidated and presented to it by the Munitions 
Board in support of the strategic plans of the Joint Chiefs of Staff 
are feasible. It makes the basic allocation of resources by means of 
priority orders to the Board as claimant for the Department of Defense 
as a whole. It also determines what part of the currently available 
supply of scarce strategic and critical materials shall go to the stock- 
pile as against current consumption, both military and civilian. In 
regard to stockpile matters, it is assisted by interdepartmental 
committees on which both the Administration and the Board are 
represented. The Board is also represented on the Production 
Executive Committee and the Procurement Requirements Committee, 
which are agencies of the Defense Production Administration itself. 

With respect to long-range planning and certain special current 
mobilization problems of broad scope such as, for instance, decen- 
tralization of industry as a defensive measure, the National Security 
Resources Board acts as the civilian ‘opposite number” in coordi- 
nating planning with the Munitions Board as the spokesman for 
the military departments. 

The Munitions Board conducts a program for measuring the impact 
of significant military procurement programs on market conditions 
and works with the Office of Price Stabilization to minimize adverse 
market effects of military procurement and to assure proper price 
stabilization actions within the Department of Defense. 

In certain financing and procurement areas the Munitions Board 
operates in conjunction with the Reconstruction Finance Corporation 
and the General Services Administration. The RFC advances funds 
to manufacturers of machine tools, ete., and makes loans with or 
without participation by private bankers to munitions manufacturers 
for expansion purposes upon recommendation of the Board. It also 
acts as the purchasing agent for stockpiling in the case of certain 
strategic and critical materials, particularly rubber, tin, and abaca 
fiber. 

The General Services Administration (through the Emergency 
Purchasing Service) acts as purchasing agent for the stockpile with 
respect to the other materials included in the Board’s stockpiling 
program. It also manages the national mdustrial reserve and the 
national industrial equipment reserve under programs formulated by 
the Munitions Board. 

The Board also maintains liaison with the defense units set up 
within the older departments and agencies to cover special mobiliza- 
tion areas. Among these are, in Interior, the Defense Minerals 
Administration, Defense Electric Power Administration, and the 
Defense Fuels Administration; in Agriculture, the Production and 
Marketing Administration; in Commerce, the Office of International 
Trade; in the Interstate Commerce Commission, the Office of Defense 
Transportation. 

ORGANIZATION AND STAFF® 


As prescribed by statute, the Board is composed of a civilian chair- 
man, appointed by the President with the consent of the Senate, and 


5 See chart III for organization chart of the Munitions Board. 
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an Under Secretary or Assistant Secretary from each of the three 
military departments. 

Pursuant to a directive of the Secretary of Defense of May 31, 1951, 
the representatives of the three departments are to be the civilian 
officials to whom general program responsibility has been assigned, 
instead of as heretofore the officials havi ing responsibility within each 
department for procurement. This change has been accomplished 
except in the case of the Army member. The duties of the depart- 
mental representatives under this directive are to participate in deter- 
mining policy and in general supervision, each being responsible for 
the implementation of and compliance with Board directives in his 
own department, while the Chairman and his staff have been delegated 
the authority for detailed action on a day-to-day basis. This concept 
has, however, not yet been implemented. Application of this concept 
would convert the present committee type of management of the 
Munitions Board staff into one with an executive type of management 
under the committee type of policy guidance. 

As shown by chart I11 on the organization of the Munitions Board, 
the staff of the Board is headed by the Chairman through an Execu- 
tive Vice Chairman. It is composed of an administrative manage- 
ment office, a statistical office, special staff advisers (legal, economic, 
public relations, and small business), and the following four major 
units: 

Production and Requirements 
Supply Management 
Stockpile Programing 

Supply Management Agencies 

The Vice Chairman for Production and Requirements is assisted 
by two military directors, who are in effect Assistant Vice Chairmen. 
His basic responsibility is the determination of the needs of the mili- 
tary departments and action to obtain production resources to meet 
those needs. This work is carried on through 16 offices, in charge of 
programing, priorities and controls, industrial security, facilities and 
services, materials resources, production equipment, components, air- 
craft; ¢ lothing, equipage, and subsistenc e; electronics, guided mis- 
siles, petroleum, ships, tank automotive, weapons and ammunitions, 
and support matériel. Ten of these offices are supervised by one of 
the military directors, and the remaining six by the other. 

This unit is therefore organized in part on a functional basis (e. g. 
programing, priorities), but in large part also on the basis of specific 
commodities (e. g. aircraft, electronics, petroleum). This structure 
would appear to be a working compromise between the advantages 
of a purely ena 1p set-up, such as straight line of authority and 
broad coverage of a particular function, and those of a purely com- 
modity set-up. This arrangement makes it possible for one portion 
of the staff to be thoroughly familiar with the problems which arise in 
the various segments of the military programs upon which they con- 
centrate their attention and to obtain any necessary assistance in the 
solution of those problems through another portion of the staff which 
is concerned with the various resources required to support the military 
programs. 

The Vice Chairman for Supply Management, with the aid of 
military director and a civilian director who function as Assistant 
Vice Chairmen, is in charge of the work of the Offices of Procurement, 
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Supply, Small Business, and Transportation, and the Cataloging and 
Standards agencies. His major responsibility is the development and 
maintenance of policies and methods of procurement and supply 
operations. The military director supervises the work of the three 
offices, and the civilian director supervises the work of the two 
agencies. 

The Vice Chairman for Stockpile Programing directs the work of two 
offices; the Office of Stockpile Programs, which determines stockpile 
objectives and specifications, and the Office of Stockpile Operations, 
which is concerned with the procurement, storage, processing, etc., 
of stockpile materials, collaborating as to detailed action with the 
General Services Administration. 

The Director of Supply Management Agencies directs the work of 
the Cataloging Agency and of the Standards Agency. 

It is noted that the Munitions Board organization does not include 
a comptroller, although as stated above the Board is required to 
work closely with the Office of the Comptroller of the Department of 
Defense in production scheduling, procurement, and inventory con- 
trol. Moreover, the responsibilities of the Munitions Board in the 
field of priorities and controls involve the supervision of the amounts 
in dollars and quantities of priorities allocations issued by the military 
departments at various levels if an effective follow-up is to be main- 
tained. 

It is also noted that committees composed of a Munitions Board 
chairman and representatives of the military departments have 
recently been established in certain major fields, such as the Allocation 
and Rating Committee, the Supply Management Advisory Council, 
etc. These committees and councils are established, as authorized 
by the charter of the Board, to conduct studies, assemble information, 
or recommend policies as a means of assisting the Board and its staff 
in reaching decisions. Unless the functions of these committees are 
in fact merely informative and advisory they would appear to cut 
across the straight line of centralized authority from the Chairman 
of the Board through the respective vice chairmen and the heads of 
the offices which have responsibilities in these areas. 

Armed Forces Regional Councils (AFRC) have been established in 
13 cities, as well as several subregional councils, under the joint 
supervision of the Munitions Board and the Assistant Secretary of 
Defense (Manpower). They have the following responsibilities: 

(1) To coordinate field activities of the military departments 
concerned with military procurement, production, and construc- 
tion programs; and 

To resolve local problems and conflicts on a regional basis 
and develop a unified Department of Defense position before 
area offices of civil, industrial, and labor organizations on local 
problems or conflicts which may arise regarding production, 
procurement, construction, and industrial manpower. 

The chairman of an AFRC, when or if designated, has no authority 
to issue instructions to departmental personnel. His functions are 
limited to observing the implementation of Board policies, evaluating 
the effectiveness of Board policies and programs, assessing inter- 
departmental cooperation and obtaining first-hand information with 


respect to practical problems, and referring them to the Board for 


appropriate action. 
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Not a part of the Munitions Board organization but functioning in 
close collaboration are a group of some 25 Industry Advisory Com- 
mittees. These are composed of officials and specialists primarily 
from private industry, in some cases covering specific industrial areas 
such as metals, textiles, aircraft, machine tools, etc., and in others 
broad functional areas such as industrial security, contractor relation- 
ships, supply cataloging, ete. These committees advise the Poard 
with respect to such aspects of the industrial-mobilization plan as 
stockpiling, procurement, standardization, etc. 

The Munitions Board is also represented on numerous committees 
within the Department of Defense and on interagency committees. 

As of April 1, 1952, the staff of the Board consisted of a total of 
893 employees, of whom 302 were professional, 111 were military, 
and 480 clerical. 

These figures are further broken down as follows: 


Professional Clerical Military Total 
Chairman and Executive Vice Chairman 47 104 21 172 
Vice Chairman for Production and Requirements 146 148 62 356 
Vice Chairman for Stockpiling. . 10 \ l 19 
Vice Chairman for Supply Management. - . 47 36 21 104 
Director Supply Management 
Agencies - - a. - 
Immediate Office, Director : ; l 1 2 
Cataloging - .- i 29 158 3 19O 
Standards ee ; : 23 25 2 50 
POS isu iss oc andes te ‘ , 302 $s0) lil Sas 


Up to this point we have endeavored to portray in broad outline 
the functions, the role, and the organization of the Munitions Board 
and its place in the mobilization structure. We shall now examine in 
more detail some of the principal responsibilities of the Board. 


REQUIREMENTS PROGRAMING 
WHAT A REQUIREMENTS ESTIMATE IS 


A requirements estimate is a translation from a strategic and logistie 
plan into a list of the resources necessary for its execution. It is a link 
in the chain that begins with the military planners in the Pentagon 
and ends with a supply sergeant issuing a rifle or a pair of shoes to a 
soldier at an Army base. By comparing military needs with available 
resources, such estimates make it possible to determine whether tne 
basic strategic planning on which the military security of the country 
rests is in fact feasible. Such planning deals with millions of men and 
billions of dollars’ worth of equipment, of hundreds of thousands of 
different kinds, each intricately tied in with many others and all tied 
in with the producing ability of American industry. 

For instance, the copper and the plant capacity must be there se 
that the cartridges will be there when the soldier needs them. The 
strategic plan for the utilization of the troops will fail unless the re- 
quirements of copper have been accurately estimated. 

The requirements estimate is therefore the keystone of mobilizatior 
planning, since upon it will depend the vital function of priorities 
allocation (dividing up the available copper among Army, Navy, an¢ 
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Air Force and between total military requirements and essential 
civil an requirements). On the basis of well-planned allocation of 
resources, production scheduling can be carried out, so that the muni- 
tions contractor will be able to “plan his production for many months 
ahead (or years, in the case of large and intricate end items like tanks 
or aircraft). On the basis of proper production scheduling, military 
procurement can be carried out efficiently. 

The process of translating military plans into resource requirements 
involves a long cycle, because of the huge scope of the military under- 
taking itself and because it involves one level (or “echelon’’) after 
another from operating levels up to the top planning levels in the 
three departments, the Joint Chiefs of Staff, the Munitions Board, 
the Comptroller’s offices of the Department of Defense and of the 
three armed services, and the Defense Production Administration. 

This cycle is not only long but also continuous, since the factors 
that control strategic planning themselves change with changes in 
the international situation and in broad national policy. Once 
strategic plan has been tested for feasibility, it may be returned to the 
Joint Chiefs of Staff for adjustment. Each time the strategic plan is 
revised it starts a new cycle of requirements estimation and testing 
for feasibility. 

PLANS, PROGRAMS, AND BUDGETS 


Moreover, there is not merely one type of strategic plan but four, 
any one or more of which may be in course of preparation or review 
by the Joint Chiefs of Staff at any particular time. These plans are 
prepared for different uses and are based on different assumptions as to 
the date of execution, i. e., the outbreak of war or full-scale emergency, 
otherwise known as elon: In the Joint Chiefs of Staff long- -range 
war planning, D-day is projected as far into the future as current in- 
telligence estimates make feasible. The Joint Chiefs of Staff budget 
war plan is the annual segment of the Joint Chiefs of Staff “mid term” 
strategic plans used to prepare and justify the annual military budgets, 
and assumes a D-day 6 months after the close of the fiscal year being 
considered. The Joint Chiefs of Staff mobilization war plan provides 
the guidance for a joint mobilization plan, and assumes a D-day far 
enough ahead to allow completion of a complete cycle of mobilization 
planning. Finally there is the Joint Chiefs of Staff emergency, or 
short-range, war plan which assumes that D-day will occur within the 
current fiscal year and that forces thereafter will be expanded on the 
basis of the mobilization base available to the three armed services at 
that time. 

A single plan may serve more than one purpose; for example, at the 
present time the Joint Chiefs of Staff budget war plan is also the plan 
which provides the basis for mobilization planning. Similarly the 
Joint Chiefs of Staff long-range war plan as developed over a period of 
years may serve for budget, mobilization, and emergency planning 
purposes. 

These war and mobilization plans to be realistic require the formula- 
tion of appropriate long-range programs by the armed services, and 
these programs are put into execution one fiscal year at a time. The 
annual segment of these programs constitutes the justification for the 
annual budgets of the services. The starting point for each service is 
a long-range estimate of its needs and objectives, which is its section of 
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the over-all Joint Chiefs of Staff planning. From these estimates are 
developed the long-range programs and in turn the fiscal year seg- 
ments of these programs, and on these segments are based the annual 
budget estimates which ultimately are presented to the Congress. 
The entire cycle from the initial Jot Chiefs of Staff planning through 
the programing and budgeting to the final step, the actual delivery of 
military end items procured under authority of an approved budget, 
takes several years. 

The announced present programs of the services authorize an 
armed force of some 3,600,000 men, an Army of 18 full divisions and 
other supporting elements, a Navy of some 1,400 ships, and an Air 
Force of 95 air wings by the end of fiscal year 1952, to be increased to 
143 wings by the end of 1955. Meantime the continuous process of 
review, revision, and preparation of plans, programs, and budgets will 
go on. As an essential part of this process, requirements for which 
these plans and programs call will constantly be checked and compared 
with the resources now or prospectively available. 


STATUTORY AUTHORITY 


Under section 213 (c) of the National Security Act of 1947, as 
amended, the Munitions Board is charged with the following duties: 
to plan for the military aspects of industrial mobilization; to prepare estimates of 
potential production, procurement, and personnel for use in evaluation of the 
logistic feasibility of strategic operations; to maintain liaison with other depart- 
ments and agencies for the proper correlation of military requirements with the 
civilian economy * * * and to make recommendations as to policies in con- 
nection therewith; and to assemble and review military and personnel require- 
ments presented by the Joint Chiefs of Staff and those presented by the production, 
procurement, and distribution agencies assigned to meet military needs, and 
to make recommendations thereon to the Secretary of Defense. 


FUNCTION OF THE MUNITIONS BOARD IN REQUIREMENTS ESTIMATION 


In keeping with the fundamental policy of civilian control of the 
military power, the origin of all war planning lies outside of the Depart- 
ment of Defense, in the National Security Council, established by the 
National Security Act of 1947, and composed of the President, the 
Vice President, the Secretary of State, the Secretary of Defense, and 
the Chairman of the National Security Resources Board; and as 
designated by the President from time to time the Secretaries of the 
three armed services, the Secretaries of the executive departments, 
the Chairman of the Research and Development Board, and the Chair- 
man of the Munitions Board. The Council advises the 


President and 
makes recommendations as to 


the objectives, commitments, and risks of the United States in relation to our 
actual and potential military power, in the interest of national security * * * 
and * * * policies on matters of common interest to the departments and 
agencies of the Government concerned with national security.® 

On the basis of this broad policy guidance the Joint Chiefs of Staff 
after consultation with the Research and Development Board of the 
Department of Defense prepare their strategic plans, which are trans- 
lated into directives for each department by its Chief of Staff. At 
this point the mobilization requirements planning should be dis- 


* See, 101, National Security Act of 1947, as amended. 
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tinguished from current requirements planning although in view of 
what has been said above, in actual practice clearly no hard line can 
be drawn. 


Mobilization requirements planning 


For this purpose, the strategic plans originated by the Joint Chiefs 
of Staff, and expressed in terms of major strategy, combat units, 
times, location, and kinds of service to be expected, are handed down 
to the three departments which turn them into operating plans plus 
the logistic plans required to support them. These logistic plans in 
turn are translated into requirements, in terms of resources. This is 
done by means of complex procedures. Typical of those is the “‘bill of 
materials,’ which gives the equivalent for each unit of end item in 
terms of materials and other resources, e. g., one tank equals so many 
tons of steel, so much copper, alloy materials, rubber, etc. 

The services report their requirements to the Munitions Board on 
forms and under procedures derived from those set forth by the Board 
in its Requirements Manual. This manual contains 13 categories of 
requirements for reporting purposes: manpower, equipment and 
supplies, construction, materials, components, industrial equipment, 
electric power, communication facilities, transportation service, 
petroleum, gas, coal and coke, and water supply. 

The Requirements Manual is admittedly not so much a directive 
calling for action as a framework or indoctrination device. It has not 
been put into effect as a whole, but certain of the procedures outlined 
in it have been made effective by separate directives and instructions. 
For example, in the category of materials, the planning was patterned 
after World War II, anticipating a central civilian control agency, a 
Controlled Materials Plan, claimant programs, bills of material, ete. 
Since these procedures were actually adopted by the civilian agencies 
after Korea, the planning done in this respect was valid and is in large 
part actually being used. 

Similarly in the case of industrial production equipment, where 
machine tools have become a bottleneck, generally speaking the 
plans outlined in the manual with respect to pool orders and dis- 
tribution along the lines of the old War Production Board E-1-—b 
procedure of World War II have been put into effect. 

In the components category, including such “critical common 
components” as gears, bearings, etc., the situation is as follows: 
While some efforts have been made to obtain requirements (current 
and mobilization) for components from the military departments, 
this has been discouraged as much as possible since these items are 
contractor-procured and of such a complex nature that it becomes 
almost technically impossible for the departments to compute such 
data. Few exceptions are made to this rule in the field of approxi- 
mately a half-dozen components such as antifriction bearings, preci- 
sion gears, horizontal wire-braided hose, valves, etc., which are so 
uuportant to the industrial economy that no equipment can operate 
without one or more of these items. 

The gross requirements of military end items corresponding to the 
demands of the strategic plan are then adjusted by the departments 
to allow for unfilled orders, for forecasts of issues, ‘‘ pipeline” require- 
ments, operating inventory levels, replacements and special opera- 
tional requirements. The residual figures constitute the net mobiliza- 
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tion requirements, which are “‘ phased,” i. e., scheduled according to 
time periods in relation to the assumed D-day. 

The net military requirements of the departments when translated 
into resource requirements are consolidated by the Board. 

The specialized program offices under the direction of the Vice 
Chairman for Production and Requirements, such as the Office of 
Materials Resources, the Office of Components, etc., each receive and 
consolidate the requirements estimates relating to their areas of 
responsibility. The Office of Facilities and Services has the responsi- 
bilities for construction, electric power, gas, coal, coke, and water 
supply requirements estimates; the Office of Electronics Programs is 
responsible for the communications facilities requirements; and the 
Office of Transportation under the Vice Chairman for Supply Manage- 
ment has the responsibilities for transportation service requirements. 
The consolidated requirements estimates, with the exception of man- 
power, are then tested for feasibility by the Board in consultation 
with the central civilian control agency which makes the crucial 
allocation of resources between the military requirements and the 
civilian economy. As originally contemplated, this agency was to be 
the National Security Resources Board. 

With the speeding up of the preparedness program after Korea, a 
new central civilian organization was set up, in which the Defense 
Production Administration acting under the general direction of the 
Office of Defense Mobilization took over many of the functions of the 
National Security Resources Board relating to mobilization, leaving 
the consideration of long-range and special mobilization problems to 
the latter. As a. practical proposition to save time and effort the 
testing of requirements for feasibility is done before the millions of 
computations translating military end items into resources are carried 
out within the departments, so that it would seem that in fact the 
Board is compelled to rely largely at this stage on rule-of-thumb 
approximations. 

The conclusions as to logistic feasibility arrived at by the Board 
and the civilian agency are then submitted to the Joint Chiefs of 
Staff, which may have to readjust its strategic plan and thus compel 
corresponding adjustments of the mobilization plans of the depart- 
ments, unless it is willing to assume the “calculated risk’’ of the short- 
ages exposed in the feasibility testing process. In the meantime the 
Joint Chiefs of Staff may have formulated another new series of 
strategic and logistics plans and the call may have gone out to the 
military departments to compute the requirements generated by these 
plans. Thus, the Joint Chiefs of Staff plans are constantly under 
review or in course of preparation over a cycle of vears. 

If the revised Joint Chiefs of Staff plan comes within the limits of 
feasibility based on the broad allocation of resources to the military 
made by the civilian control agency, the phased requirements of the 
military departments are then to be computed by them into a detailed 
breakdown of resource requirements. ‘These requirements would be 
consolidated by the Munitions Board which in the event of mobiliza- 
tion would then appear before the civilian control agency as a claimant 
for priorities and allocations of resources on behalf of the entire 
Department of Defense. The allocations so received by the Muni- 
tions Board would finally be reapportioned among the three depart- 
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ments for the execution of their programs on the basis of relative 
military urgencies established by the Joint Chiefs of Staff. 

If this whole procedure functioned in practice 100 percent as it i 
planned to do on paper, there would be available on D-day, ahietviel 
it came, not only a complete strategic plan but a complete set of 
calculations showing that the manpower, materials, etc., required to 
execute the plan were available or would be available as needed, and 
had been properly allogated between military and civilian needs. 

In reality the requirements-estimating procedure for mobilization 
purposes cannot be as complete, polished, “and accurate as that, because 
the situation is constantly changing and because the time and energies 
of the top military and ‘civilian planners are in large part taken up 
by the enormous expansion of the current program. Moreover, the 
current program is so vast that in itself it constitutes a partial mobiliza- 
tion program, in contrast with the limited character of ‘normal’ 
peacetime current programs. 

Current requirements programing 

As pointed out in a previous section, in peacetime the dollar is the 
limiting factor in current planning, and therefore the review of military 
requirements is made by the comptrollers of the military depart- 
ments and over-all by the Assistant Secretary of Defense (Comp- 
troller). In wartime the limiting factor is resources, not dollars, 
and the industrial planning is worked out between the Munitions 
Board and the central civilian control agency. In the present “gray 
area”’ military requirements are already large enough to have a great 
immediate impact on the civilian economy. Unwise spending may 
result in inflation, in wasteful accumulation of supplies subject to 
more or less rapid obsolescence, in forcing some plants to work at 
top speed for a time and then shutting down when orders are com- 
ple ted, in unblanced military inventories, et cetera. 

The process of military control which is intended to head off these 
dangers in the present period therefore begins with the twofold review 
by the Comptroller’s office and the Munitions Board of the operating 
plans, logistics plans, and budget requirements prepared by the three 
departments. 

Under the procedures started in January 1951 and extended in 
June 1951 the departments report to the Munitions Board on a 
prescribed form their proposed programs, including their estimated 
resources requirements together with time-phased produe tion sched- 
ules and the corresponding procurement and delivery schedules. 
This ties together the major industrial functions of requirements 
estimation, production scheduling, procurement and priorities, since 
these requirements estimates when reviewed and consolidated by 
the Munitions Board are the basis for its activity as claimant for 
priorities before the Defense Production Administration. 

These programs are classified under a relative military urgencies 
system consisting of four so-called bands, the highest of which contains 
items to be designated by the Chiefs of Staff, and the others in descend- 
ing order (1) combat consumption, support of balanced minimum 
forces, research and development; (2) peacetime normal equipment; and 
(3) reserves. 

Of all the military end items required by the Armed Forces, about 
600 represent 75 percent of the total “hard goods” expenditure, and 
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with respect to those items periodic reports at short intervals are re- 
quired and approval of the Munitions Board as well as of the Comp- 
troller must be obtained before budget funds or authorizations are 
released. 

With respect at least to the three metals covered by the Controlled 
Materials Plan—copper, aluminum, and steel—these procedures con- 
stitute a continuous feasibility test of the military requirements 
program. 

In other cases a requirements study by the Munitions Board may 
indicate that a particular raw material or other resource cannot be 
supplied in sufficient quantity to manufacture the scheduled number of 
military end items required by the plans of the Joint Chiefs of Staff 
and the military de ‘partment or departments concerned. In such 
event the Board takes action in a number of different directions. It 
notifies the Joint Chiefs of Staff of the likelihood that their plans may 
not be met because of inadequate supply of specific resources; it 
advises the military departments that conservation of the particular 
resource is absolutely necessary because of shortage; it asks the Re- 
search and Deve lopme nt Board to expedite studies on the reduction 
of use of the critical material; it advises the Office of Defense Mobil- 
ization and the Defense Production Administration of the emergency 
and asks for tighter controls and expanded production where possible. 
Uses, requirements, and estimates of the scarce resource are shaved 
all along the line and designs and uses of the end items are modified. 
Eventually, if all these efforts succeed, strategic planning, production 
schedules, priorities and procurement are brought into line. 


ORGANIZATION AND STAFF 


The Vice Chairman for Production and Requirements of the 
Munitions Board directs the work of the Office of Programing, which 
coordinates the work of the specialized program offices. These are 
responsible for recommending policy, procedures and standards for 
determining and reporting requirements; developing methods for 
speeding up the testing of requirements for feasibility; reviewing 
requirements for conformance with instructions, validity and feasi- 
bility; and consolidating, presenting, and defending military require- 
ments before civilian agencies. 

The Office of Programing also ‘‘advises and collaborates with” the 
military departments in determining requirements. How much actual 
control this represents over the determination, as distinguished from 
the review, of the basic estimates by the departments of their require- 
ments is not too clear. 

The Office of Programing also coordinates the analysis of critical 
shortages of production resources, prepares feasibility reports, and 
prepares recommendations to the Joint Chiefs of Staff and the military 
departments for possible program adjustments based on its studies of 
the feasibility of programs in the light of requirements and resources. 

The specialized offices correspond in many imstances to Major 
categories of requirements mentioned above, as in the case of equip- 
ment and supplies, materials resources, components, industrial equip- 
ment, facilities and services, and petroleum. In other instances the 
work with respect to requirements is carried out by offices dealing 
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primarily with military end-item programs such as aircraft, ships, 
tank-automotive, weapons and ammunition, etc. 

In addition the Vice Chairman for Production and Requirements 
directs the work of three committees dealing with aircraft, electronics, 
and petroleum which are distinct from the respective program offices 
dealing with these products. The three committees are composed of 
high-level representatives of the three military departments and are 
chairmanned by comparable-level representatives of the Munitions 
Board. Additionally, the committees dealing with aircraft and elec- 
tronics have a number of specialized supporting subcommittees com- 
posed of working-level personnel of the military departments and the 
Munitions Board. 

These committees are responsible for making recommendations to 
the Munitions Board in their respective areas. These recommenda- 
tions are submitted to the Munitions Board through the program 
office concerned. It is through these committees that the coordinated 
suggestions and opinions of the military departments are obtained and 
suggested solutions to problems originate after differences among the 
military departments have been resolved. The proposals of the com- 
mittees are only recommendations and the program office concerned 
can recommend their approval, or disapproval, or modification as it 
desires. The committees supplement the staff of the Munitions Board 
in that they provide qualified personnel to give advice and make 
recommendations, and answer any questions as to the effect of par- 
ticular actions of the Munitions Board on the three military depart- 
ments. 

There is also an Aircraft Production Resources Agency within the 
Department of Defense which operates as a joint agency of the mili- 
tary departments under the guidance of the Munitions Board. It is 
governed by a directorate which consists of one representative from 
‘ach of the three military departments and is headed by a director 
selected from among them. It is responsible for knowing the over-all 
requirements for materials and components going into the manufac- 
ture of military aircraft, and for preparing production schedules for 
such materials, products, and components as are known or expected 
to be critical as the basis for appropriate expediting or taking of 
advance remedial measures. Where it determines that capacity is 
insufficient, it reports the situation to the military departments and 
to the Munitions Board, together with recommendations on expansion 
of capacity. 

Thus, there are three organizations which perform economically 
significant functions in the aircraft field: The Aircraft Production 
Resources Agency is a joint operating agency of the military depart- 
ments concerned with allocating and ‘expediting production resources. 
The Aircraft Committee is a joint coordinating committee on the 
policy and planning level. The Office of Aire raft Programs is a staff 
element of the Munitions Board with responsibilities of the same kind 
and type as those of other Board staff elements. 

Responsibilities with respect to the crucial category of manpower 
requirements have been transferred to the Division of Manpower and 
Personnel, which is headed by an Assistant Secretary in the Depart- 
ment of Defense 
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INDUSTRIAL PRODUCTION 


MUNITIONS BOARD RESPONSIBILITIES IN THE FIELD OF INDUSTRIAL 
PRODUCTION 


The experience of World War II and of the first year after Korea 
has shown that mobilization controls through priorities and procure- 
ment programing cannot be fully effective unless they are closely tied 
in with the planned execution of military supply programs through 
accurate, realistic, and foresighted production scheduling. This 
requires in the case of aircraft, “for instance, that there be available 
for each model, series, and type, and for each manufacturer, a schedule 
in the form of a forecast of production, by months or by quarters, 
possibly over a period of years, based on known facts and reliable 
estimates as to plant capacity y, jabor force, materials supply, and other 
relevant factors. Once this is accomplished, priorities can be issued 
with some assurance that they will be neither too great nor too small 
in amount; control can be established over the degree to which military 
supply programs are being executed; and procurement can be effec- 
tively supervised. 

But this, however, only assures that the available production facil- 
ities can be utilized in the most efficient way possible. In addition. 
it is necessary in a period of mobilization to increase rapidly the 
amount of such facilities available. These are the twofold purposes 
of the programs relating to industrial production which the Munitions 
Board formulates, coordinates, and supervises within its statutory 
authority. 

The Board carries out its industrial production responsibilities bv 
coordinating the activities of the military services, establishing policies 
and procedures for their guidance, and by planning and assisting in 
the execution of certain programs for industrial production. One 
of the most important programs for full industrial production for 
defense is the production-allocation program, under which units of 
private industrial productive capacity are “allocated’”’ to limited 
critical wartime production needs of the Army, Navy, Air Force. 
Atomic Energy Commission, or other defense agencies. Other pro- 
grams relating to industrial production are the industrial preparedness 
measures program, under which selected manufacturers are employed 
to make certain production studies; the industrial equipment pro- 
gram, under which arrangements are made for procurement and dis- 
tribution of general purpose machine tools; the expansion of produc- 
tive capacity and supply program, under title III of the Defense 
Production Act of 1950, as amended, and the expediting production 
program, for which Congress has appropriated funds amounting to 
several billion dollars. In addition, the Munitions Board has par- 
ticipated in the establishment or the enlargement of the functions of 
certain defense agencies in order to give full attention to production in 
certain critical commodity areas, such as aircraft, petroleum, and 
electronics. These programs are discussed below. 
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STATUTORY AUTHORITY 


The National Security Act of 1947, as amended, charges the Muni- 
tions Board with the following duties relating to industrial production 
for defense: 

(1) Coordination of the appropriate activities with regard to industrial matters, 


including the procurement, production and distribution plans of the Department 
of Defense; and 


(2) Planning for the military aspects of industrial mobilization, 


In addition, the Munitions Board, as the central coordinating agency 
in the Department of Defense for the military aspects of industrial 
mobilization, derives certain powers and responsibilities for defense 
production from the authority granted to the military and civilian 
agencies in the Defense Production Act of 1950, as amended, particu- 
larly from titles [111 and VII. Section 301 of title II] grants authority 
to the military departments to expedite production and deliveries or 
services under Government contracts by guaranteeing loans made to 

contractors performing under Government contracts and by expanding 

Government-owned plants or installing Government-owned _equip- 
ment in privately owned plants. Section 302 makes provision for 
direct loans to private business enterprises for the expansion of pro- 
duction capacity. Section 303 authorizes provisions for purchases of 
or commitments to purchase metals, minerals, and other materials 
and for encouragement of exploration, development, and mining of 
critical and strategic minerals and metals. Section 706 of title VII 
authorizes consultations with industry, business, financing, and other 
interests with a view to encouraging the making of voluntary agree- 
ments and programs to further the objectives of the act. 


PRODUCTION ALLOCATION PROGRAM 


This program, originally designed to support industrial mobilization 
planning in anticipation of a future M-day, has been activated in large 
part and thus made available to serve the needs of the current military 
build-up. The stated objectives of this program are (1) to develop 
plans in consultation with industrial management that will enable a 
quick change-over from peacetime to wartime production, (2) to sched- 
ule specified wartime production requirements with industry, (3) to 
reserve capacity for essential wartime civilian production in coopera- 
tion with management and the central civilian control agency, and 
(4) to establish procedures that will effect unified and coordinated 
planning with management. It is stressed that the participation of 
management in the production-allocation program is entirely volun- 
tary, except in the case of those plants in which the Government 
reserved legal rights through the use of the national security clause in 
the lease or sale contracts. This program is intended to cover selected 
subcontractors and suppliers as well as prime contractors. 

For the purpose of the program, industrial production of industry 
is divided into three categories: Category I is production which is 
service or developmental in nature; category ITI is production that is 
basic in nature or is a potential resource bottleneck to wartime 
supply, such as raw materials, industrial equipment, certain industrial 
components, and food; category IIT is all other produc tion. Planning 
for category I may be accomplished independently as necessary to 
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meet the needs of each military department. In the case of category 
II production, the military departments are not allocated capacity, 
but may submit their known production requirements to manage- 
ment, and obtain from him information concerning his ability to 
meet those requirements. By agreement with the National Security 
Resources Board, which reserved the right to accomplish any necessary 
formal planning in categories I and IJ, only category IIL production 
is fully covered by the production-allocation program. 

The application of the program to individual facilities is accom- 
plished through field representatives of the Army, Navy, and Air 
Force, re fe rred to for the purpose of the procurement-allocation pro- 
gram as ‘‘armed service procurement-planning officers.” Each such 
officer is a field representative of the claimant agency assigned mobili- 
zation planning cognizance in the facility, and is responsible for in- 
itiating and coordinating production planning with the plant manage- 
ment as an agent of the Munitions Board. 

The first step is for one or more of the military departments or other 
participating agencies to request authority from the Munitions Poard 
to initiate planning with management of a particular facility for speci- 
fied production. If granted, a procurement-planning officer is desig- 
nated. He arranges for conferences with management and for review 
of the plant’s productive capabilities, and eventually develops with 
management a ‘“‘tentative schedule of production,” which is submitted 
for approval to the Munitions Board. While acceptance by manage- 
ment of a tentative schedule of production is not contractual in nature, 
it is an agreement that management will undertake the listed produc- 
tion in the event of a war emergency. Once such an agreement has 
been reached, it ¢an be “activated” on relatively short notice since it 
constitutes the foundation for negotiating a contract. 

As a part of the tentative schedule of production, schedules are 
prepared showing the items to be provided by subcontractors and 
others, production equipment and manpower which will be required 
to meet the full production load. It is planned that these tentative 
schedules of production will be kept up to date by periodic review. 
It is also recognized that in order to obtain maximum benefits from 
the program, the planned procurement should be based upon current 
procurement and the closest possible coordination of current and 
planned procurement should be maintained. 

Prior to the emergency arising out of the Korean situation, many 
thousands of tentative schedules of production were initiated by 
military procurement officers, working out of some 130 field procure- 
ment offices, and were accepted by management. The Munitions 
Board reported early in 1951 that planning had been undertaken with 
respect to about 3,400 principal items used by the military services 
and that by the end of 1950 more than 24,000 tentative schedules for 
production of items in 9,000 plants and industrial units of about 
6,800 companies had been worked out and agreed upon; it was further 
reported that an additional 10,000 tentative schedules were under 
negotiation, 

After Korea, the tentative schedules of production which had been 
accepted by management played an important part in speeding re- 
armament by providing a planned source for current procurement. 
As the volume of current procurement increased at a rapidly aeccelerat- 
ing pace, the major concern of the Munitions Board necessarily shifted 
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to review of the activated production schedules for the expanded 
current procurement. 

By a directive dated May 31, 1951, the Acting Secretary of Defense 
ordered that the then required submission to the Munitions Board of 
pianned-production schedules amounting to 50 percent of the total 
dollar values of military procurement of hard goods be broadened to 
inciude 75 percent of the total dollar value of such procurement. 
These planned production schedules for current procurement of hard 
yoods cover some 600 items of preeminent importance to the strategic 
plans of the Joint Chiefs of Staff; the list of items for which production 
schedules must be submitted to the Munitions Board is constantly 
being reviewed and adjusted. In addition, the military departments 
were directed to control the remaining schedules for hard-goods and 
soft-goods procurement in a manner consistent with the criteria set 
forth in the directive, and the Munitions Board was given the re- 
sponsibility for the periodic audit and review of all planned production 
schedules for both hard goods and soft goods. 

Production planning for components presented special problems. 
In the formulation of the production allocation program, the Muni- 
tions Board recognized a long list of critical component items which 
were in short supply during World War II. It therefore, adopted 
procedures to prevent any service from planning with companies 
capable of producing these items. In this manner this capacity could 
not be converted to the production of military end items and thereby 
create a critical shortage in any future emergency. 

The Munitions Board, after the organization of the Office of Defense 
Mobilization, established an Office of Components, which for the first 
time made it possible for policies and procedures to be developed by 
personnel having experience exclusively devoted to the field. Early 
in 1951 the staff of the Board requested the civilian agencies to adopt 
control procedures which would be of benefit to component producers. 
In May of 1951 the Vice Chairman for Production and Requirements 
requested the National Production Authority to provide component 
manufacturers with authorization to obtain materials which resulted 
in the M-—60 order and a DO rating which could be created by these 
manufacturers to obtain materials. At the same time the National 
Production Authority established a General Components Division, 
which also could insolate problems of components manufacturers. 
Close liaison has been established between the component offices of 
these two agencies for purposes of production, expediting materials, 
certificates of necessity, and all of the various operating problems of 
component manufacturers. 


INDUSTRIAL PREPAREDNESS MEASURES PROGRAM 


The industrial preparedness measures program was designed as a 
measure for the acquisition of ‘“know-how’’ and experience in the 
production of items which would be required in large volume in the 
event of a war emergency, but which were either not produced during 
peacetime or were produced in less than mass-production quantities. 
Under this program, selected manufacturers are employed to make 
production studies with respect to the manufacture and assembly of 
such items. So-called ‘educational orders’ are also placed by the 
‘uilitary departments for the production of relatively small quantities 
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of the items by means of agreed-upon production methods. Repre- 
sentatives of the Munitions Board approve, review, and otherwise 
participate in the studies. 

As in the case of the production-allocation program, the industrial 
preparedness measures program has blended into the current procure- 
ment program upon which the military departments are now engaged. 


INDUSTRIAL EQUIPMENT PROGRAM 


Despite early recognition of the problem, the shortage of machine 
tools and other industrial equipment again proved to be a principal 
bottleneck to rapidly expanding production. Drawing on World 
War II experience, the Munitions Board outlined plans for the in- 
dustrial equipment program in a publication released several months 
before Korea. Under this program, emergency schedules for produc- 
tion of industrial equipment were established with manufacturers. 
These ‘phantom orders’? were to be activated in the event of an 
emergency when it appeared that machine tools of the type scheduled 
for production would be in critically short supply. When the emer- 
gency schedules were thus converted into firm orders, advances were to 
be authorized to be made to the manufacturers of the production 
equipment up to 30 percent of the value of the orders being processed, 
such advances being designed to encourage accelerated production and 
expansion of production facilities. If necessary, the Government 
would take delivery of the machine tools upon completion of manu- 
facture, but the experience during World War II was that all but a 
very minor percentage of the orders were assigned to private con- 
tractors before completion of manufacture and delivery. The above 
procedures were to be supplemented by measures to insure proper 
distribution of the machine tools being manufactured. 

Essentially, the plans proposed by the Munitions Board with re- 
spect to industrial equipment were those eventually put into effect 
by the National Production Authority. In cooperation with the 
military departments, the Munitions Board submitted to the Authority 
lists of the types and quantities of machine tools and industrial equip- 
ment recommended for inclusion in the pool orders. The Munitions 
Board also submitted a proposed distribution order for machine tools 
and specific items of industrial equipment, including a breakdown of 
the requirements of the military departments. To assist further in 
the expansion of the machine-tool industry and related production, 
the Munitions Board has made arrangements to lend or lease Govern- 
ment-owned equipment to privately owned plants. The Munitions 
Board is also assisting the military departments in advising their 
contractors where tools which may fill their urgent requirements are 
being produced or are otherwise available. 


EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY PROGRAMS 


The activities of-the Munitions Board under title III of the Defense 
Production Act of 1950, as amended, entitled ‘‘ Expansion of Produc- 
tive Capacity and Supply,” cover a wide field. Of major importance 
to expanded industrial production is the program whereby certificates 
of necessity which authorize accelerated amortization of emergency 
facilities, are granted by the Defense Production Administration after 
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receiving the comments of the Munitions Board in certain instances. 
Also of importance are the loan-guaranty program under section 301, 
and the direct-loan program under section 302 of the act. 

As of January 31, 1952, the Munitions Board reported that 864 
applications for certificates of nec essity had been referred to the Muni- 
tions Board by “‘de ‘legate agencies” for comment, and that comments 
had been furnished on 778 applications, and the remaining cases were 
being processed within the Munitions Board. As of that date, the 
three military departments had approved and authorized to Federal 
Reserve banks a total of 910 applications for loans under section 301 
of the Defense Production Act, the total amount of the guaranties 
being in excess of $1,181,000,000. 

Under the direct-loan program authorized by section 302 of the 
Defense Production Act, the Reconstruction Finance Corporation refers 
applications for loans to the military departments for comment and 
recommendations where appropriate. The Munitions Board coordi- 
nates the activities of the three military departments with respect to 
these programs. 

Other activities of the Munitions Board under the expansion of 
productive capacity and supply program range from calling attention 
to specific production problems and proposing actions to solve them 
to making recommendations for increased production of certain items 
which studies indicate will be in critical supply. 


EXPEDITING PRODUCTION 


Funds appropriated to the military departments for the purpose of 
expediting production amount to several billion dollars. These funds 
are being applied to expanding the production capacity required to 
provide military items to meet the present and foreseeable. needs of 
the armed services and at the same time to broaden the production 
base to meet potential mobilization requirements. The major portion 
of the funds are being utilized for the rehabilitation, conversion, and 
expansion of Government-owned or controlled facilities and for the 
conversion of privately owned facilities by the installation of Govern- 
ment-owned equipment so that these supply sources will be able to 
provide items peculiar to military needs or to expand capacity beyond 
that needed to fill normal peacetime civilian requirements. A minor 
portion of the funds are being used for the construction of new facilities 
for the manufacture of items peculiar to military uses and not readily 
convertible to civilian peacetime production. 

Although the expenditure of funds for expediting production at 
individual plants is approved by the military departments, the Muni- 
tions Board is charged with exercising over-all supervision of the pro- 
gram and screening the results. 


CHARTERED AGENCIES 


It was recognized by the Munitions Board from experience during 
World War II that in the event of a future emergency it would be 
desirable to create joint operating agencies of the military depart- 
ments to give full attention to the common defense production prob- 
lems relating to certain critical commodity areas, such as aircraft and 
electronics. Pursuant to these plans, the Aircraft Production Re- 
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sources Agency and the Electronics Production Resources Agency have 
been chartered by the Munitions Board. The responsibilities of these 
agencies in their respective areas include consolidation of requirements 
for production resources; survey and recommendation of industrial 
capacity to fill those requirements; allocation and reallocation of pro- 
duction resources made available to the military departments, policy 
recommendations, ete. 

In addition to these agencies, to which operating responsibilities 
have been delegated, representatives of the Munitions Board partici- 
pate in many committees and councils, advisory in nature, which have 
been formed to give special attention to the production problems re- 
lating to major commodities, such as the Munitions Board Industry 
Advisory Committees, Munitions Board Interdepartmental Rubber 
Committee, National Production Authority Division Requirements 
Committees, Lron and Steel Committee, etc. 


ORGANIZATION AND STAFF 


Major responsibility for the industrial-production function of the 
Munitions Board lies with the Office of the Vice Chairman for Produc- 
tion and Requirements and his subordinate offices and committees. 
Among the subordinate offices, the Office of Programing is responsible 
for coordinating the work of 13 offices with respect to produc tion and 
other functions, each office being in turn responsible for a separate 
claimant program or area, such as materials, components, aircraft, 
ships, tank-automotive, etc. 


PROCUREMENT 
IMPORTANCE OF COORDINATING PROCUREMENT 


One of the important functions assigned to the Munitions Board 
is the coordination of the procurement activities of the military depart- 
ments. Even in peacetime, the volume of contracts placed by the 
three military departments is tremendous; and in times of war emer- 
gency the contracts placed by the procurement officers of the Army, 
Navy, and Air Force amount to billions of dollars each vear. In a 
sense, a very large part of the entire defense effort is turned loose upon 
the civilian economy by the procurement offices of the three military 
services. Lack of coordination among the procurement officers of the 
Army, Navy, and Air Force can result in unnecessary duplication of 
certain overhead expense; possible bidding by one service against 
another; different specifications, forms, contract provisions, account- 
ing requirements, inspection practices, security measures, and other 
differences which are burdensome upon contractors and expensive to 
the taxpayers; and.general inefficiency arising from lack of teamwork 
and unified direction. 

In its broad meaning, the term “procurement” includes computa- 
tion and statement of requirements; production programing, schedul- 
ing, and expediting; priorities, allocations, and controls; and the mak- 
ing and administering of contracts up to the point of delivery of the 
end-items into the military-supply systems. For the purpose of dis- 
cussion under this heading, however, the term “procurement” will be 
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limited to its more narrow meaning of purchasing, contract adminis- 
tration, and closely related activities. 


STATUTORY AUTHORITY 


It was these considerations which caused the Congress to assign to 
the Munitions Board the following statutory responsibilities in enact- 
ing the National Security Act of 1947, as amended, under section 213 
(a) (1), (3), and (7): 

(1) Coordination of the appropriate activities with regard to industrial matters 
including the procurement, production, and distribution plans of the Department 
of Defense; as 

(2) Assignment of procurement responsibilities among the several military de- 
partments and planning for standardization of specifications and for the greatest 
practicable allocation of purchase authority of technical equipment and common 
use items on the basis of single procurement; and 

(3) Regrouping, combining, or dissoiving of existing interservice agencies oper- 
ating in the field of procurement in such manner as to promote efficiency and 
economy. 


COORDINATION OF PROCUREMENT POLICIES AND PROCEDURES 


Prior to the passage of the National Security Act of 1947, each 
military department was authorized to have its own policies, pro- 
cedures and regulations for the procurement of supplies and equip- 
ment and the administration of contracts. Subsequent to the act, 
the Munitions Board established a program to develop uniform poli- 
cies and procedures. Under this program, each military department 
will continue to issue and implement its own procurement regulations. 
but such departmental regulations must be made to conform with such 
uniform policies and procedures as are established by the Munitions 
Board and published in the Armed Forces Procurement Regulation.’ 

It should be noted that the Munitions Board itself has no direct 
procurement responsibility or control over the contracts and purchases 
of the Army, Navy, and Air Force. The Munitions Board establishes 
policies and procedures in the field of procurement and issues direc- 
tives to the military departments for implementation and compliance 
The Assistant or Under Secretaries of the departments, who are mem 
bers of the Munitions Board, have the responsibility of assuring that 
Munitions Board directives are fully carried out. These directives 
are of necessity general in nature, due to the variation in procedures 
of the three departments. These Secretaries are responsible for the 
issuance of the implementing directives of a more definitive nature to 
their respective departments and for assuring comphance with all 
relevant directives. Copies of such directives are furnished the Muni- 
tions Board for review and follow-up. 

The funds appropriated ly Congress are made available directly to 
the military departments and contracts and purchase orders are en- 
tered into by their procurement offices without any intervening con- 
trol or policing by the Munitions Board as to subject matter, price, 
choice of contractor, etc., except indirectly in the review and adjust- 


7 The complexity of the Munitions Poard’s task of coordinating the procurement policies and procedures 
of the Department of Defense may be more fully understood when it is realized that the three military de- 
partments do not constitute single compcsite procurement orgenizations, but instead are composed of tech- 
nical services, bureaus, and commands each of which has considerable autonomy as a procurement organiza- 
tion and whose procurement policies and procedures have teen ir det er dently developed, subject only to 
general top-echelon supervision In ictual fact, there are some 16 major procurement organizations within 
the Department of Defense. 
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ment of planned production schedules, establishment of certain uni- 
form procurement policies and procedures, assignment of procurement 
responsibilities among the departments as to selected commodities or 
plants, and other such means. Reports are required of the depart- 
ments by the Munitions Board as to implementation of directives. 
In addition, the Munitions Board staff maintains follow-up by visits 
to field offices of the departments to determine the effectiveness of 
Munitions Board policies and procedures. 

In order to attain a coordinated procurement program on a regional 
level among the three military departments who do the actual pro- 
curement, there have been established the Armed Forces Regional 
Councils (AFRC) previously described. Within the scope of procure- 
ment, the AFRC is responsible for coordinating procurement matters, 
including contract administration on a regional level, disseminating 
information as to what the military departments are buying and the 
offices which are making purchases, disseminating information con- 
cerning prime contractors to subcontractors in the area, assisting small 
business in its relationship with the departments, channeling com- 
plaints or suggestions irom indusiry to iocal or higher authority, and 
providing a unified military position on procurement matters before 
civil, industrial, and Government organizations. 

No summary or discussion of the Armed Forces Procurement Regu- 
lation is furnished here because of its detailed and technical nature. 
As a means for coordinating the procurement of the three services, 
the importance of this publication is hard to overemphasize. So far 
the regulation has been restricted to general overriding policies and 
procedures, except in noncontroversial fields, such as patents, taxes, 
and the like. It would have to be expanded substantially if and when 
it were desired to impose more complete uniformity on the three 
services. 

Although progress has been made in establishing uniform procure- 
ment policies and procedures through publishing the Armea Forces 
Procurement Regulation and through studies, surveys, committees, 
and other cooperative measures, much more remains to be accom- 
plished. For example, a Munitions Board survey-team report on the 
procurement of aircraft dated January 1950 disclosed the following 
differences between the Navy and the Air Force in purchase policies 
and procedures: 

(a) Forms in use by the Departments are not similar. 

(b) Navy and Air Force contract policies are not similar, 
although certain contractual clauses have been standardized. 

(c) The Navy and the Air Force use a different system with 
respect to specifications. 

(d) The spare-parts policies of the Navy and Air Force are 
not similar. 

(e) There are differences in inspection policies. Each service 
has independently developed its own inspection regulations and 
specifications. 

(f) A common cost-accounting manual has not been developed, 
and auditing and cost-inspection practices vary. 

(g) The policies and procedures of the Navy and Air Force 
differ with regard to use of and accounting for Government-owned 
industrial property by contractors. 
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It is understood that some progress has since been made with respect 
to the matters referred to in (d), (f), and (g) above. 

Another difference not mentioned in this report but which has 
extensive detrimental effects on coordinated procurement and contract 
administration is the difference between the fiscal systems of the 
services. Although the fiscal systems of the services are primarily 
the responsibility of the Office of the Comptroller, the responsibilities 
of the Munitions Board are involved to the extent that the fiscal 
systems affect procurement and contract administration. 

That the need: exists for renewed and stronger efforts to effect 
unified direction and control of the procurement policies and practices 
of the services was recognized by a Department of Defense directive 
dated July 17, 1951, which is referred to in the section on the distri- 
bution program. 


ASSIGNMENT OF PROCUREMENT RESPONSIBILITIES 


In connection with the duty of coordinating the procurement activ- 
ities of the military departments, Congress charged the Munitions 
Board with the far-reaching responsibility of— 
assignment of procurement responsibilities among the several military depart- 
ments and planning for * * * the greatest practicable allocation of pur- 
chase authority of technical equipment and common use items on the basis of 
single procurement. 

It was considered that important economies could be effected by the 
assignment of procurement responsibility for certain commodities or 
for certain plants to a single service or agency which would purchase 
for all three services, as opposed to each service purchasing for itself. 

The five general methods of procurement among the services are 
independent, collaborative, joint, single service by commodity, and 
single service by plant. Independent procurement is the method by 
which each service purchases for its own requirements, without regard 
to the other services. Collaborative procurement is the method 
whereby the procurement offices of the services for similar commodities 
are located in the same area and work closely with each other, but each 
service procures its own requirements. Over the long period of years 
prior to the National Security Act of 1947, many such close relation- 
ships were established, including arrangements for interchange of 
contract services such as plant inspections, shipping arrangements, 
auditing and cost accounting, security, ete. Joint procurement is the 
method whereby a single procurement organization is jointly staffed 
and financed to accomplish all military procurement of certain com- 
modities. Two examples are the Armed Services Medical Procure- 
ment Agency which purchases standard medical equipment and sup- 
plies for ‘the three services, and the Armed Services Petroleum Agency 
which controls all military procurement of petroleum. Single service 
procurement by commodity is the method whereby one service pro- 
cures all military requirements for that commodity on behalf of all 
three services; examples are the procurement of coal by the Navy for 
all three services, and the procuremént of passenger automobiles for 
all three services by the Army. Single service procurement by plant 


is the method whereby a particular service is ms rg cognizance over 


a particular plant, which means the responsibility for mobilization 
planning and for procurement, including purchasing and related 
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services such as inspection, shipping arrangements, standardization, 
auditing andfcost accounting, and security. 

The initial program to determine the relative effectiveness and 
economy of each of the above procurement methods, under both 
peacetime and wartime conditions, consisted of the formation of 
survey teams composed of representatives of the military departments 
and of the Munitions Board to make surveys in several representative 
commodity areas, such as subsistence, photographic materials, petro- 
leum, medical supplies, textiles and clothing, and aircraft. 

The survey report on aircraft procurement mentioned above points 
out that as far back as 1917 existing manufacturing plants were as- 
signed (by the Aircraft Board) to either Army or Navy cognizance, 
and that this system of single service procurement by plant has con- 
tinued. The report, however, points out that- 
contrary to common understanding of plant cognizance, the departments in many 
cases can and do purchase from the same plant, administer separately their con- 
tracts, maintain separate procedures and accounts of Government-furnished 
property, and are involved in time-consuming transportation practices. Inspec- 
tion and auditing are generally carried out completely by the department to 
which responsibility was assigned in the Munitions Board memorandum of 
February 14,1949, * * *, Contractual philosophy, procedures, and adminis- 
tration differ in the Air Force and in the Navy, as do specifications development, 
inspection, property accounting, and spares policy. The team believes that these 
differences are not susceptible of resolution through the current techniques of 
‘assignment by plant,” as envisioned in the Munitions Board directive of February 
14, 1949. 

The report continues with an analysis of the applicability of each 
of the above-described methods to the procurement of airframes, 
with a statement of the advantages and disadvantages of each. 

Attached to the survey-team report are the comments of the Air 
Force and of the Navy, each dated January 18, 1950. The Air 
Force recommends extension of the plant-cognizance plan on a broad 
basis, with increased coordination between the services, making no 
mention of the joint-procurement method. The Navy Department, 
on the other hand, takes exception to the joint-procurement method 
and also to the plant-cognizance method, recommending continued 
independent procurement of aircraft, with increased coordination 
between the Departments for the purpose of solving problems created 
by lack of uniformity in contract administration activities and of 
exchanging certain field services. In view of the disagreements, it 
appears that no direct action was taken on the report, although 
possibly some improvements in the procurement of aircraft have 
been effected by reason of the report. The plant-cognizance system 
has been continued and all aircraft plants have been assigned to 
either the Navy or Air Force for procurement and mobilization 
planning responsibility. 

Considerable progress has been made in assigning procurement 
responsibility for selected commodities among the three Departments, 
on the basis of in, Sora hage procurement, and the list of commodi- 
ties which have now been so assigned to each Department is extensive. 
In some cases, the division of responsibility between the Departments 
in a single commodity area is quite detailed; for example, it required 
a 7-page tabulation to set forth the Procurement Assignment Deter- 


minations for Ordnance Material, approved by the Munitions Board 
on June 21, 1951. 
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MOBILIZATION PROCUREMENT 


In planning for emergency mobilization, it was the goal of the 
Munitions Board and the military departments to establish peacetime 
procurement policies and procedures in such a way that in an emer- 
gency the switch from peacetime to wartime procurement could be 
made with the least possible disruption. Most of the specifically 
emergency planning done before Korea concerned related activities, 
such as the vastly increased requirements, production programing and 
scheduling, priorities and controls, establishment of special agencres to 
give full attention to certain critical commodities, and industrial 
mobilization measures, rather than procurement policies and proce- 
dures as such. 

However, certain anticipated changes in procurement policies and 
procedures were brought about by the advent of the Korean emer- 
gency. Some of them were authorized by statutory provisions, such 
as increased negotiation of contracts rather than awards on the basis 
of formal advertising and bids, addition of contract renegotiation 
clauses and procedures, etc. But, in general, it may be said that the 
main procurement problems arising out of the present emergency are 
inseparable from what the President referred to in his statement on 
April 27, 1951, as— 

a particularly heavy management job on the entire executive branch to see that 
we buy wisely—buy what we need—put what we need to good use—and do the 
whole job in a way that does not weaken our basic economy. 

In this statement the President pointed out that the current fiscal 
program places tremendous procurement and spending authority in 
the hands of the Department of Defense and the three services, the 
schedules for hard goods from 1952 and prior available appropriations 
calling for $61.7 billion of hard goods. He directed the Department 
of Defense, the Bureau of the Budget, and the Office of Defense 
Mobilization to take all necessary steps to establish effective reviews 
and controls of the procurement and production programs. Pursuant 
to this directive, the Acting Secretary of Defense issued the memoran- 
dum dated May 31, 1951, mentioned above, which resulted in in- 
creased responsibility being placed upon the Munitions Board for 
review and control of the planned procurement schedules for hard 
goods, of planned procurement of soft goods, and of procurement 
policies and practices at all levels. 


ORGANIZATION AND STAFF 


To carry out the above functions, the Munitions Board established 
an Office of Procurement under the direction of the Vice Chairman 
for Supply Management. The duties of the office as set out in an 
official publication of the Munitions Board are to— 


1. Coordinate Department of Defense participation with civilian agencies 
in the formulation of policy and procedures affecting procurement methods. 

2. Establish policies, procedures, and programs for the development and 
improvement of purchasing and contract administration activities by the 
military departments, including the assignment and evaluation of single 
service procurement with recommendations for remedial measures. 

3. Coordinate the procurement of declared critical material items. 

4. Coordinate the publishing and maintenance of procurement regulations. 

5. Coordinate the Department of Defense participation with civilian 
control agencies in formulating price stabilization measures. 
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6. Advise the Vice Chairman, Production and Requirements, regarding 
adverse effects of military procurement programs on market conditions and 
assist in planning remedial action when required. 

7. Develop and recommend to the Vice Chairman, Production and Require- 
ments, policies and procedures for improving the determination and review 
of requirements. 

8. Follow up on compliance with policies, procedures, and programs 
developed in performing the above functions. 

The Munitions Board has also established an Office of Small 
Business, discussed in a separate section of this report, to give special 
attention to the utilization of small business in support of military 
procurement programs. In addition, agencies have been established 
to give attention to certain special problems of contract administra- 
tion, such as cataloging, material inspection, packaging, and standard- 
ization. 

On the regional level, Armed Forces Regional Councils have been 
established within the Department of Defense as described above, to 
coordinate procurement and small-business policies and procedures. 

An important special joint board is the Armed Services Board 
of Contract Appeals. This Board is composed of an Army Contract 
Appeals Panel, a Navy Contract Appeals Panel, and an Air Force 
Contract Appeals Panel, each of which is appoirited by and is responsi- 
ble to its respective department but which operates under general 
policies established or approved by the Munitions Board. The 
Armed Services Board of Contract Appeals acts as the authorized 
representative of the respective Secretaries of the Army, Navy, and 
Air Force in hearing, considering, and determining appeals by con- 
tractors from decisions made by contracting officers or other sub- 
ordinate officials where such appeals are provided for by law or other 
authority. 

PRIORITIES AND CONTROLS 


STATUTORY AUTHORITY 


In general, the sum of both the over-all military requirements and 
the essential civilian requirements in times of national emergency can 
be expected to exceed the normal production capabilities of industry. 
The Congress, therefore, in enacting the National Security Act of 1947 
assigned the following statutory duties and responsibilities to the 
Munitions Board under section 213 (e) (5) and (8): 

(1) Determination of relative priorities of the various segments of the military 
procurement programs; and 

(2) Maintenance of liaison with other departments and agencies for the proper 
correlation of military requirements with the civilian economy, particularly in 
regard to the procurement or disposition of strategic and critical materials and 


the maintenance of adequate reserves of such material, and making of recom- 
mendations as to policies in connection therewith. 


These responsibilities are expressed in the Munitions Board Charter 
as follows: 


in conformity with strategic and logistic plans of the Joint Chiefs of Staff, and on 
the basis of the relative military urgencies expressed by the Joint Chiefs of Staff, 
to assign industrial priorities to the various requirements presented by the several 
military departments and other agencies of the Department of Defense, and to the 
various procurement programs in support thereof. 


Certain important priorities and allocations powers and responsi- 
bilities have been granted to the President and delegated to the 
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Munitions Board under authority of title I of the Defense Production 
Act of 1950, as amended. Section 101 of this act is as follows: 

The President is hereby authorized (1) to require that performance under con- 
tracts or orders (other than contracts of employment) which he deems necessary 
or appropriate to promote the national defense shall take priority over performance 
under any other contract or order, and, for the purpose of assuring such priority, 
to require acceptance and performance of such contracts or orders in preference 
to other contracts or orders by any person he finds to be capable of their perform- 
ance, and (2) to allocate materials and facilities in such manner, upon such condi- 
tions, and to such extent as he shall deem necessary or appropriate to promote 
the national defense. 


DEFENSE ORDER RATING SYSTEM 


The emergency priorities program initially developed by the 
Munitions Board was based upon the assumption (1) that in the 
event of a national emergency a civilian mobilization agency would 
be created to exercise general direction of the defense production 
program and (2) that an interim single preference rating plan requir- 
ing contractors and subcontractors to give preference to defense 
orders would be approved for use by the defense agencies pending the 
development and installation of a full-scale system for materials 
allocation, such as the Controlled Materials Plan of World War II. 

Upon enactment of the Defense Production Act of 1950, the Na- 
tional Production Authority was established to administer the over-all 
priorities provisions of the act and issued regulations setting forth 
the basic rules for the operation of the initial defense-order-rating 
system. Under the defense-order-rating system, the Secretary of 
Defense was delegated authority to use the DO rating on certain mili- 
tary contracts and orders within specified dollar allocations. Such 
priorities authority was redelegated to the Munitions Board, with 
power to distribute the rating authority allocations to the military 
departments. They in turn authorized their procurement officers 
to assign the DO rating to contracts and orders within the dollar 
limitations placed upon them and in accordance with the policies of 
the National Production Authority and of the Munitions Board. 

In general, the defense-order-rating system was authorized for use 
by the military departments for three major purposes: (1) expediting 
direct military procurement, (2) expediting construction of military 
facilities, and (3) providing assistance to contractors in getting pro- 
duction equipment for use on military contracts. To accomplish this, 
separate dollar allocations of rating authority for each purpose were 
received by the Munitions Board from the National Production 
Authority through the Secretary of Defense. The Munitions Board 
then issued dollar allocations for each of the above purposes to the 
military departments, which in turn issued dollar allocations of rating 
authority to their procurement offices. The procurement offices 
were then authorized to rate military procurement and construction 
contracts and to authorize contractors to use the rating in securing 
production equipment, within the dollar amount of allocations re- 
ceived for such purposes by each procurement office. Each procure- 
ment office was required to maintain records of the rating authority 
allocations received and the amounts used and to report such data 
back to the Munitions Boardjthrough their respective departments. 
The Munitions Board then prepared and submitted consolidated 
monthly reports to the National Production Authority. . 
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The dollar allocations authorized by the Munitions Board were 
issued by calendar quarter, that is, by calendar quarter of delivery of 
procurement items, and by calendar quarter of issue for construction 
and for production equipment. Further, the DO ratings were coded 
with a claimant program symbol which identified the major program 
being furthered by the procurement, such as aircraft, guided missiles, 
ships, tank-automotive, etc. Records and reports were therefore 
required to be maintained and prepared separately by calendar quarter 
and by claimant program. It was considered that the operation of 
the system by calendar quarter and by major program would generate 
information required for planned transition into the long-range priori- 
ties and allocations system and would also provide a means by which 
supplemental priorities could be administered within major programs, 
pending full establishment of the Controlled Materials Plan. However, 
it appears that the accounting and reporting under the DO rating 
system did not reach a generally efficient degree of performance by 
the time it was abandoned and replaced by the materials accounting 
control inherent in the Controlled Materials Plan. 

When the Controlled Materials Plan became effective on July 1, 
1951, the National Production Authority revoked all DO rating dollar 
limitations formerly imposed with respect to authorized Department 
of Defense programs and also with respect to ratings for production 
equipment for private contractors. As a result of this action, the 
Munitions Board rescinded its instructions pertaining to dollar 
limitations on DO rating authority, including record-keeping and 
reporting. 

Later a superpriority DX rating was developed for use in the case 
of certain requirements having high defense production urgency. The 
effect of the superpriority rating is to require that absolute precedence 
be given to orders so rated, and it is planned that the use of the rating 
will be limited to urgently required military items and to machine 
tools required to facilitate production of such items. Contractors 
receiving orders bearing the superpriority rating will be given assist- 
ance in obtaining necessary production resources. 


CONTROLLED MATERIALS PLAN 


The Controlled Materials Plan was put into effect by the National 
Production Authority beginning with the third quarter of calendar 
year 1951. ‘This plan in essence continues the defense-order-rating 
system described above but superimposes thereon a system designed 
to make steel, copper, and aluminum available for the completion of 
approved production schedules. Under the plan, allocations of the 
known supply of these basic metals are issued to claimant Govern- 
ment agencies for reissue to contractors producing ‘class A products” 
and to National Production Authority Industry Divisions for reissue 
to producers of “class B products.’”’ Class B products are those of 
general design sold to so many customers that it would not be feasible 
for the producers to receive allotments of controlled materials from 
each of their customers. Class A products are those of special design 
for a specific purpose which are sold to one or relatively few custcmers 
so that it is feasible for the preducers to receive allotments of con- 
trolled materials from their customers, namely, claimant Government 
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agencies. The Munitions Board and the military departments are 
concerned directly only with class A products. 

The general procedure under the Controlled Materials Plan with 
respect to class A products is for the claimant Government agencies to 
determine the needs of their contractors for controlled materials, to 
present the total of such needs to the National Production Authority 
by claimant program, to receive allocations of controlled materials 
from the National Production Authority in such quantities as decided 
by that agency, and to distribute such allocations to their prime 
contractors in the form of allotments of controlled materials to 
support authorized production schedules. The prime contractors 
are then authorized to suballot the controlled materials to their sub- 
contractors and suppliers. Accounting records and reports must be 
maintained and submitted as prescribed by instructions. 

The functions of the Munitions Board with respect to the Controlled 
Materials Plan include representing the Department of Defense in the 
development of policies and procedures by the National Production 
Authority; disseminating such/policies and procedures together with 
additional internally required procedures to the military departments 
and agencies; reviewing, adjusting, and consolidating requirements of 
the military departments and serving as claimant agency; distributing 
the allocations granted by the National Production Authority among 
the military departments and agencies; maintaining the central De- 
partment of Defense records and submitting consolidated reports; 
and, in general, keeping the Secretary of Dofense and the Joint Chiefs 
of Staff advised as to the impact of the Cotrolled Materials Plan and 
defense order priorities system upon proposed strategic and logistic 
plans. } 

A detailed description of the performance of the above functions by 
the Munitions Board would require several pages and would serve no 
useful purpose here. With respect to reviewing, adjusting, and con- 
solidating the requirements of the military departments and agencies 
for controlled materials, reference is made to the Requirements section 
of this report, wherein the procedures developed by the Munitions 
Board for receiving and reviewing the planned production schedules 
of the military departments and agencies for selected end items were 
discussed. At the same time as they submit these schedules the serv- 
ices are required to submit their requirements for controlled materials, 
by quarter and by claimant program. After review, adjustment, and 
consolidation, the Munitions Board submits the total military require- 
ments for controlled materials to the National Production Authority, 
where the requirements are again reviewed and adjusted if necessary 
in the light of total available supply, other defense requirements, the 

requirements of the civilian economy, and other considerations. In 
effect, as stated before, the C ontrolied Materials Plan operates as a 
continuous check on the defense requirements of the military depart- 
ments and agencies, 


RELATIVE MILITARY URGENCIES SYSTEM 


In the initial program developed by the Munitions Board for opera- 
tion of a priorities system in connection with the Controlled Materials 
Plan, the importance of a means by which the Munitions Board would 
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receive guidance from the Joint Chiefs of Staff and from the military 
departments as to the relative military essentiality and urgency of 
items included in the requirements submitted to the Munitions Board 
was stressed. The procedure for this purpose is called the relative 
military urgencies system. In submitting their lists of requirements 
for end items to the Munitions Board the military departments are 
required to indicate into which military urgency category each item 
falis. ‘These indications of relative military urgency are then used by 
the Munitions Board in the review and adjustment of planned produc- 
tion schedules when defense production requirements exceed the 
production resources available to the Department of Defense. 

A plan for the establishment of a Department of Defense Military 
Urgency System was published by the Munitions Board in November 
1950 and modified in September 1951. The plan called for dividing 
both qualitatively and quantitatively the entire military procurement 
programs into four categories (nicknamed ‘‘Brick-Bat,”’ “Cue-Cap,”’ 
etc.) arranged in descending sequence of urgency. The top urgency 
category was to be reserved for definite quantities of specific items for 
specific time periods to break bottleneck situations; the next category 
was to be composed of definite quantities of selected items and con- 
struction projects needed for combat and combat supporting require- 
ments; the next category was to be composed of definite quantities 
of selected items and construction projects needed for zone of interior 
requirements; and the last category was to be composed of the remain- 
ing quantities of the selected items and the balance of the items and 
construction projects needed for war reserve and miscellaneous 
requirements. 

With the procurement programs so divided and when the military 
procurement for these programs could not proceed at the desired rate, 
decisions could be made on a sound basis in regard to settling conflicts 
for production resources, such as materials, machine tools, production 
equipment, critical components, etc. These decisions would be made 
by delaying requirements of the items included in the lowest urgency 
category in favor of those in the higher urgency categories. 

The implementing system, the items and quantities of the items 
included in the two top urgency categories have been established in 
the Department of Defense master urgency list. This list was approved 
by the Joint Chiefs of Staff to be used as a guide by DPA, NPA and 
the Department of Defense for the purpose of expediting materials, 
machine tools, metal-working equipment and other related production 
equipment. 

The DX rating on the other hand is a fully extendible industrial 
rating in the national system of priorities as established in NPA 
Regulation 2, as amended. ‘This rating is used to obtain products 
and materials in cases of extreme urgency where the standard DO 
rating has not been effective. 

The relationship that exists between the Department of Defense 
urgency system (Brick-Bat, Cue-Cap, etc.) and the national system 
of priorities is that in the justification of special assistance, such as 
the issueing of directives, DX ratings, ete., the Department of Defense 
urgency system indicates the importance of the item for which special 
assistance is being requested in relation to the other items in the entire 
military procurement program. 








38 REPORT ON THE MUNITIONS BOARD 


ORGANIZATION AND STAFF 


The above functions are carried out under the direction of the 
Vice Chairman for Production and Requirements who supervises 
the Office of Priorities and Controls whose duties and responsibilities, 
as listed in the Munitions Board charter, are to— 

1. Coordinate Department of Defense participation in development of 
national systems of allocations, priorities, and controls. 
2. Establish together with the military departments and other Muni- 


tions Board offices policy and procedures for implementing national mobiliza- 
tion controls. 


2 


3. Establish military urgency systems. 

4. Recommend to civilian agencies the requisitioning of production 
resources. 

5. Reallocate Department of Defense assigned resources in accordance 
with approved programs. 

6. Coordinate the accounting for allocations made within the Depart- 
ment of Defense, maintain central records, and prepare allocation reports. 

7. Represent the Department of Defense in obtaining special priorities 
assistance for urgent and classified programs. 

8. Follow-up on compliance with policies, procedures, and programs 
developed in performing the above functions. 

Other important functions with regard to priorities and controls are 
carried out within the same Division by the Office of Programing and 
by the program offices dealing with end items and materials. 

By a directive dated June 4, 1951, the Allocation and Rating Com- 
mittee was reestablished as an agency of the Munitions Board. This 
committee is composed of representatives of the Munitions Board 
(chairman of the committee), the Joint Chiefs of Staff, the Depart- 
ments of Army, Navy, and Air Force, and the Research and Develop- 
ment Board. The committee is primarily a body for resolving such 
conflicts of interest as may arise among the departments in the process 
of allocating resources, adjustment of requirements, and establishing 
precedence among the departments on production and procurement 
matters as conflicts may develop. 


DISTRIBUTION PROGRAM 
SCOPE AND IMPORTANCE 


Distribution is the processing of supplies and equipment from the 
time they are first received by the military departments from con- 
tractors to the time they are issued to military activities for end use. 
Distribution involves receipt and storage, inventory control, requi- 
sitioning and issue, packing, marking, shipping, maintenance, salvage 
and disposal, and related functions. 

The military or strategic aspects of distribution are of course of 
paramount importance, since armed forces cannot operate without 
logistic support. In this report, however, we are concerned primarily 
with the economic aspects of distribution and its relationships with the 
other industrial mobilization programs. 

The major economic function of distribution is conservation or 
prevention of waste; the distribution program of itself cannot directly 
add a single end item to our industrial production. But the impor- 
tance of the distribution program becomes apparent upon considera- 
tion of the fact that inefficient and wasteful distribution of the supplies 
and equipment delivered to the military departments can nullify to a 
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large extent the other programs discussed in this report. Even if the 
United States had unlimited resources and production capacity, 
procurement of large quantities of end items would come to naught 
unless such items could be distributed to the Armed Forces in usable 
condition at the place and time and in the quantities required by 
strategic and operational plans. In view of our actual limited 
resources and productive capacity, efficient distribution and utilization 
by the military departments of the end items produced by American 
industry assumes a vital and increasing importance. Our mobilization 
goals cannot be fully achieved without optimum utilization of our 
scarce resources and the elimination of inefficiency and waste at all 
stages of the procurement and distribution process. 

The importance of the distribution program also becomes apparent 
upon consideration of the immense scope of distribution activities in 
terms of manpower and facilities. The storage, issuance, accounting, 
shipping, repairing, salvaging, and disposal of supplies and equipment 
for the Armed Forces may well involve more men and facilities than 
any other military activity. The distribution program includes hun- 
dreds of large military supply and repair facilities and hundreds of 
thousands of military and civilian personnel. As stated on page 5, 
procurement authorized and requested since Korea amounts to over 
$120 billion, and is currently running at the rate of over $40 billion 
a year. All of this production enters into the distribution system, 
where it is added to the billions of dollars of supplies and equipment 
already on hand. 


STATUTORY AUTHORITY 


Section 213 (ce) of the National Security Act of 1947, as amended, 
specifically directs the Munitions Board to coordinate the distribution 
plans of the Department of Defense 


DISTRIBUTION Ft NCTIONS SUMMARIZED 


Commencing with physical receipt, inspection, and acceptance of the 
supplies and equipment into the military supply systems, the items 
are processed through the various steps or functions which together 
make up the continuous distribution program, from receipt to final 
use and disposition. A brief discussion of each of these closely inter- 
related, although separate, functions is given in the following para- 
graphs. 

The storage function is intended to assure that adequate quantities 
of supplies and equipment are readily available at key points in the 
supply pipeline when needed for military purposes. “The economic 
aspects of the function concern the efficient and nonwasteful usage of 
space, equipment, and manpower. 

The inventory control system is designed to furnish information 
concerning levels and rates of depletion of items carried in supply 
warehouses and also information concerning such items when issued 
and in use. The importance of this function can be readily appreci- 
ated when it is realized that determination of net requirements must 
be based upon adequate knowledge and control of supplies and equip- 
ment already on hand and that effective allocation and priorities 
controls, production scheduling, and military procurement in turn 
depend upon firm and realistic net requirements. In other words. 
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unless the military departments have adequate knowledge and 
control of the equipment already on hand the result will be excessive: 
procurement, waste, and drain on our scarce resources. 

The functions of requisitioning and issue provide procedures for 
getting supplies and equipment from the supply system to the using 
military organizations. ‘The economic aspects of this function concern 
curtailing of waste of manpower and materials caused by excessive 
paperwork and inefficient procedures, filling of requisitions without 
proper screening against actual bedrock requirements, and lack of 
rigid controls over critical supply items. 

“Pac kaging and packing protect goods in shipment and storage. The 
economic importance of these functions is clearly apparent from the 
fact that large quantities of supplies and equipment arrived at destina- 
tion in unusable condition during World War II as a result of damage 
in transit. 

The function of marking boxes and crates so that the contents can 

be readily identified and to facilitate shipping and storage in accord- 
ance with a plan is likewise of economic significance. As an example 
of waste caused by inadequate marking, it is stated in the final report 
of the Army Service Forces, entitled “Logistics in World War_II,”’ 
that— 
* %* * much of the equipment that had been shipped for these units (troops 
in the United Kingdom completing training for the North African operation) could 
not be readily located in the British Isles because of inability properly to identify 
and store it, and duplicate shipments from the United States were required. [Em- 
phasis supplied.] 

The function of shipping is concerned with the physical transporta- 
tion of goods, both by military and commercial means. At all times 
transportation of the supplies and materials in the supply pipeline 
constitutes an enormous drain upon the national resources. In times 

of emergency waste and inefficiency in the shipping process and in the 
construction and use of transportation facilities can multiply this bur- 
den many timhes. Clogging the supply pipelines not only causes delay 
in the delivery of vital goods but also increases the load on production. 

The function of maintenance concerns the major repair and rehabili- 
tation of supplies and equipment and also preventative maintenance. 
Because of the huge scope of this function, involving the use of vast 
facilities and the employment of hundreds of thousands of personnel, 
basic policies as to cross-servicing and single-department servicing 
among the military departments, use of commercial as opposed to 
military facilities, repair and rehabilitation of used equipment as op- 
posed to salvage and disposal, etc., are of great economic significance 
to the mobilization effort. 


COORDINATION BY THE MUNITIONS BOARD 


As in the case of procurement, prior to the National Security Act 
of 1947 each military department was authorized to have its own dis- 
tribution policies and procedures. Under this authority, not only did 
each department develop basically different inventory control systems 
and other distribution policies and procedures, but also each of the 
technical services and bureaus evolved its own widely differing dis- 
tribution practices. 
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In November 1949 the Secretary of Defense issued a memorandum 
establishing basic policies and assigning responsibility to the Munitions 
Board for developing a Department of Defense supply system. How- 
ever, it was apparently necessary for the Secretary of Defense to issue 
a further directive in July 1951, stating that inasmuch as full agree- 
ment and accord had not been reached among the military depart- 
ments and agencies as to the specific intent, interpretation, and 
responsibility for implementation of the former memorandum, the 
purpose of the present directive was to clarify and amplify basic 
policies and to delineate more clearly the delegation of authority and 
assignment of responsibility among the Munitions Board, the Joint 
Chiefs of Staff, and the military departments. 

The basic policies set forth in the directive are to the effect that 
each department shall operate its own supply system and be respon- 
sible for its own logistic support; that the systems developed be such 
to support the highest combat efficiency within the limits of available 
personnel, funds, matériel, and legislative authority; that the pro- 
cedures and methods for the supply system practicable for war govern 
peacetime operations; that uniform policies and procedures be devel- 
oped to the extent feasible to prevent unnecessary duplication among 
the departments and to insure maximum conservation and utilization 
of material and manpower resources; and that cross, joint, and com- 
mon servicing be effected whenever increased efficiency and economy 
will result. 

The Secretary of Defense’s memorandum of May 31, 1951, referred 
to in the Industrial Production section of this report also directed the 
Munitions Board in conjunction with the Comptroller to provide for 
effective review of the methods and adequacy of the inventory control 
systems and procedures maintained by each military department. 


THE SUPPLY SYSTEM STUDY PROJECT 


To implement the above-mentioned directives, the Secretary of 
Defense in August 1951 issued a directive establishing a supply system 
study project. The stated basic. objectives of this project are to 
develop and recommend policies, standards, procedures, and organiza- 
tional changes which will promote the maximum military effectiveness, 
economy and efficiency, and the maximum practicable comparability 
for budget development throughout the Department of Defense. 

Over-all responsibility for the supply systems study project is 
vested in the Munitions Board; the Joint Chiefs of Staff, the Comp- 
troller, and the Secretaries of the military departments are each 
assigned responsibilities in accordance with the July 1951 directive 
described above. Subject to the over-all responsibility of the Board, 
primary responsibility for the organization, direction, and control of 
the project is delegated to the Chairman, with detailed »planning, 
organization, and control being delegated to a project director ap- 
pointed by the Chairman. The Vice Chairman for Supply Manage- 
ment is authorized to call upon the military departments for informa- 
tion, technical advice, and detail of personnel to assist in the project. 

Pursuant to the above directives and to its statutory responsibility 
to coordinate the distribution plan of the Department of Defense, 
the Munitions Board has initiated supply system studies and examina- 
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tions to evaluate current distribution practices and to develop policies 
and procedures which will promote more efficient and economical 
distribution within the Department of Defense. The supply systems 
study project has been activated and the medical and dental, sub- 
sistence, and automotive categories of matériel have been selected for 
initial detailed study by the project personnel. In the medical 
matériel category, a test is being made in the Oakland, Calif., area to 
compare the effectiveness and efficiency of the present distribution 
system for medical supplies with that of assigning to a single military 
department the responsibility for distribution of common medical 
supply items. 
ORGANIZATION AND STAFF 


Primary responsibility for carrying out the above responsibilities 
in the Munitions Board rests with the Office of Supply, under the 
Vice Chairman for Supply Management. The Office of Supply is 
subdivided into several branches, each of which gives study to various 
phases of the distribution program. 

To advise and assist the Vice Chairman for Supply Management in 
developing and recommending broad basic policies and programs per- 
taining to the supply functions of the military departments, a Supply 
Management Advisory Council was established in May 1951. The 
council is headed by the Vice Chairman for Supply Management 
and a representative of each of the three military departments. 


THE STOCKPILING PROGRAM 
STATUTORY AUTHORITY 


In 1946 Congress passed the Strategic and Critical Materials Stock- 
piling Act, Public Law 520, Seventy-ninth Congress, to minimize a 
“dangerous and costly dependence” for scarce materials upon other 
nations of the world in wartime by providing for a national stockpile 
of such materials for military and industrial needs. The Secretaries 
of War, Navy, and Interior, acting jointly through the then Army 
and Navy Munitions Board, were authorized to determine which 
materials are strategic and critical and to determine the quality and 
quantities of materials to be stockpiled under the provisions of the act. 
The Procurement Division of the Treasury Department was author- 
ized to purchase and store the strategic and critical materials. These 
latter functions were transferred to the General Services Administra- 
tion by the Federal Property and Administrative Services Act of 1949. 

The National Security Act of 1947, which established the present 
Munitions Board, transferred the records, personnel, and responsi- 
bilities of the Joint Army and Navy Munitions Board to the new 
organization. Section 213 (c) (8) of that act directed the Munitions 
Board to correlate military with civilian needs in procuring and 
maintaining an adequate reserve of strategic and critical materials. 

Under the Defense Production Act of 1950, as amended, and Execu- 
tive Order 10200, the Defense Production Administration makes policy 
determinations with regard to the distribution of the total available 
‘upplies of materials and hence exercises a control over the quantities 
going into the stockpile, into current consumption, and into export 
channels. For assistance in carrying out the above functions it estab- 
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lished the Vital Materials Coordinating Committee, which is dis- 
cussed below. 

The General Services Administration does the actual purchasing 
processing, and storage of strategic and critical materials for the 
stockpile. 

Thus stockpiling responsibilities are divided among the Munitions 
Board, which, in the manner shown below, determines stockpile 
objectives and establishes procedures; the Defense Production Admin- 
istration, which determines the rate of acquisition of stockpile ma- 
terials; and the General Services Administration, which performs the 
procurement and other operations required to effectuate the stockpile 
program. Other agencies also play a significant part in this program, 
as indicated below. 


THE BASIC STOCKPILING FORMULA 


Materials which cannot be produced in the country in sufficient 
amounts to meet essential wartime needs are accumulated in the 
stockpile to make up the deficit between probable supplies and 
estimated total needs during an all-out war. The amount of each 
material to be stockpiled is determined by totaling the estimated 
amount which could be imported during an emergency and the 
amount of domestic production. This total is subtracted from the 
estimated wartime requirements, the balance being the amount to 
be stockpiled. 

A group I list has been established, consisting of some 74 critical 
items in short supply, such as copper, tin, and natural rubber, which 
are to be acquired by purchase or by transfer of Government-owned 
surpluses. There has also been established a group LI list, containing 
some 19 items, which are to be acquired only from Government- 
owned surpluses. Revisions of the items in each group and the 
amounts of each item are continuously being made. 

The total objective of the stockpile program as of December 31, 
1951 was stated as $9,298 million. As of the same date, the value of 
stocks on hand was approximately $4,872 million, or about 37 percent 
of the objective. In addition, $2,209 million worth of materials was 
scheduled for future delivery to the stockpile under outstanding con- 
tracts. The total of funds made available by Congress to date for 
stockpile procurement and maintenance is approximately $4,872 
million in cash appropriations plus $155 million in contract authori- 
zations. 

DETERMINATION OF STOCKPILE OBJECTIVES 


In establishing stockpile objectives, the Munitions Board calls 
together a series of commodity committees formed of technicians in 
the different Government departments. These committees, after con- 
sulting with the industry advisory committees referred to in previous 
sections or with individual producers and consumers of materials, 
compile the basic data concerning wartime supply and demand for 
‘ach material which might need to be stockpiled. Guidance regarding 
the strategic and political factors that may affect wartime supplies is 
obtained from the Joint Chiefs of Staff and the Department of State. 

The basic data are then reviewed by the Interdepartmental Stock- 
pile Committee. This committee consists of representatives from the 
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Munitions Board; the Departments of State, Interior, Agriculture, and 
Commerce; the National Security Resources Board; the Bureau of the 
Budget; the General Services Administration; the Mutual Security 
Agency : the Defense Production Administration; the Army, Navy, 
and Air Force; the Atomic Energy Commission; and the Research 
and Development Board. The Vice Chairman for Stockpile Pro- 
graming representing the Munitions Board acts as chairman. This 
group then recommends stockpile objectives to be established formally 
by the Munitions Board jointly with the Secretary of the Interior. 
In this connection, the Departments of Agriculture, Interior, and 
Commerce contribute technical advice. The Department of State 
and the Mutual Security Agency comment on the international ele- 
ments of the problem. The Defense Production Administration con- 
tributes advice as to current and wartime needs of the civilian 
economy. The General Services Administration advises as to the 
problems of purchasing materials. The military departments and the 
Research and Development Board advise as to military requirements 
and possible conservation measures by the Department of Defense. 
The Atomic Energy Commission reviews stockpile proposals in relation 
to the atomic-energy program. In fiscal and budgetary problems the 
principal adviser is the Bureau of the Budget. The National Security 
Resources Board contributes advice both as to the relative stress to 
be given each of these factors, and also to the position of the Executive 
Office of the President with respect to industrial mobilization matters. 


DETERMINATION OF RATE OF ACQUISITION 


Under the authority of the Defense Production Act of 1950, as 
amended, the responsibility for determining the rate of stockpile 
acquisitions is placed in the Defense Production Administrator. 

The Programs and Requirements Office of the Defense Production 
Administration evaluates requirements and supplies of scarce ma- 
terials, and in the light of stockpile objectives, presents recommenda- 
tions to the Vital Materials Coordinating Committee with respect to 
various current and long-range programs affecting strategic and 
critical materials. 

The Vital Materials Coordinating Committee, established by the 
Defense Production Administration, is the central coordinating unit 
of the Government concerned with policies and programs affecting the 
acquisition of strategic and critical materials. The committee’s re- 
sponsibilities, in general, fall into three categories: (a) Expansion of 
supply, (6) balanced distribution of available supply, and (c) limitation 
of nonessential use. The committee holds weekly meetings which 
bring together the heads of the Munitions Board, the Mutual 
Security Agency, the General Services Administration, the Emer- 
gency Procurement Service, the National Production Authority, 
the Defense Minerals Administration, and the Defense Production 
Administration, as well as top-level representatives of the Departments 
of State and Agriculture, the Economic Stabilization Agency, and the 
Reconstruction Finance Corporation. It has also been found neces- 
sary to have observers from other interested agencies, such as the 
National Security Resources Board, the Bureau of the Budget, the 
Office of the Special Assistant to the President, and the National 
Shipping Authority. Each of these agencies is directly concerned 
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with the strategic- and critical-materials aspect of the defense effort. 
Recommendations of the Programs and Requirements Office are re- 
viewed by the Committee, and if approved, are transmitted to the 
Administrator of the Defense Production Administration, who issues 
appropriate directives to the agency or agencies having the 1 responsi- 
bility for carrying out the decisions. If opposing views are expressed 
in the Vital Materials C oordinating Committee, a further review is 
made by the agencies concerned in an attempt to secure an agreement. 
Whenever these agencies cannot effect an agreement, opposing views 
are referred to the Defense Production Administrator for decision and 
action. 
STOCKPILE OPERATIONS 


Pursuant to the Stockpiling Act the acquisition programs have been 
conducted by the General Services Administration at the direction of 
the Munitions Board and with appropriate assistance from various 
other Government agencies. 

Within the General Services Administration the Emergency Pro- 
curement Service plans, develops, coordinates, and administers all 
activities relating to the procurement, storage, transportation, 
security, maintenance, refining, processing, rotation, and disposal of 
stockpiles of strategic and critical materials. 

Assistance in the stoc kpile-procurement program is rendered, 
directly or indirectly, by a number of other Government agencies, as 
follows: 

Because of the experience acquired by the Reconstruction Finance 
Corporation in conducting a program of purchasing and selling tin 
during World War II, the stockpile program with respect to tin was 
delegated to that agency by the General Services Administration. 
The RFC is also responsible for supervising the production and the 
sale of synthetic rubber, and conducts a program of abacé-fiber pro- 
duction in the Western Hemisphere. A major activity is its program 
of financial assistance to producers of defense materials. 

The National Production Authority has as one of its major functions 
control of the distribution and use of commodities (including strategic 
and critical materials) in such a way as to provide adequate supplies 
to meet both essential civilian and military requirements. This is 
accomplished by the issuance of orders covering inventory control, 
allocation, limitation of use, and production. These orders with 
respect to critical and strategic materials are so designed as to provide 
for such materials to be channeled into the national stockpile in 
amounts corresponding to the rates of acquisition of these materials 
determined by the Defense Production Administration. 

The Office of International Trade, under its export-control author- 
ity, restricts the shipping of critical materials to other countries, 
thereby protecting the domestic and other supplies out of which the 
allocation to the stockpile is made. 

The Office of Price Stabilization has established price ceilings for 
domestic transactions involving almost all of the materials on the 
stockpile list. In some instances where such price ceilings have had 
an adverse effect on United States acquisitions of materials because 
world prices are higher than the domestic ceiling, the Office of Price 
Stabilization has approved purchases of materials for the stockpile 
at world prices. 
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The Secretary of the Interior, through the directors of the Bureau 
of Mines and the Geological Survey, is authorized and directed by the 
Stockpiling Act to make scientific, technologic, and economic investi- 
gations to improve the availability of strategic minerals. In addition, 
under the Defense Production Act, the Secretary of the Interior, 
through the Defense Minerals Administration, is responsible for the 
expansion of production capacity and supply of strategic and critical 
mineral raw materials other than fuels. 

Because the stockpile program affects the economic and political 
relations of the United States with other governments, the Depart- 
ment of State is concerned with the program. The Department 
represents the United States or participates in such representation in 
several international organizations whose activities affect stockpiling 
progress, including the International Rubber Study Group and the 
International Tin Study Group. The Department further recom- 
mends and negotiates, when appropriate, intergovernmental arrange- 
ments to increase commodity production and to allocate materials. 

The Export-Import Bank of Washington has broad statutory lend- 
ing authority to provide dollar loans required in connection with pro- 
duction and development of strategic and critical materials outside 
the United States. 

The Strategic Materials Division of the Economic Cooperation 
Administration purchases strategic and critical materials from foreign 
countries with “counterpart” funds or in repayment of sums advanced 
by the Administration. 

The Department of Agriculture conducts research operations de- 
signed to increase the production of strategic and critical materials 
from agricultural and forestry sources, to expand their utilization, and 
to develop substitutes from native or foréign plants. 

The Commodity Credit Corporation in assisting the stockpile pro- 
gram accepts strategic and critical materials produced abroad in ex- 
change for agricultural commodities acquired by the Corporation. 

In August 1951 the President issued Executive Order 10281 under 
the authority of the Defense Production Act of 1950, setting up a new 
agency, the Defense Materials Procurement Agency, to further de- 
velopment of strategic material sources and to purchase raw materials 
for Government use or resale. Some of the materials so purchased, 
may in turn be purchased by the General Services Administration for 
the stockpile. Since in the case of rubber the agency is the exclusive 
United States purchaser for all purposes, all purchases of rubber by 
the General Services Administration for the stockpile must be made 
by it. 

ORGANIZATION AND STAFF 


Responsibility for the Munitions Board’s part of the stockpile pro- 
gram is centralized in the Office of Vice Chairman for Stockpiling 
Programing. It directs the work of the Office of Stockpile Programs 
and the Office of Stockpile Operations and also coordinates stockpile 
activities with other interested departments and agencies of the 
Government. 

The Office of Stockpile Programs establishes policies, procedures, 
and programs governing determination of stockpile objectives; 
assists in the determination of stockpile objectives and the establish- 
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ment of materials specifications; and is responsible for compliance 
with the above policies, procedures, and programs. 

The Office of Stockpile Operations establishes policies and pro- 
cedures governing procurement, storage, maintenance, security, and 
processing of stockpile materials; develops programs for budgeting 
and procuring stockpile materials; and collaborates with the General 
Services Administration in problems arising out of the above functions, 


INDUSTRIAL PLANT AND EQUIPMENT RESERVES 
PURPOSE 


The experience of two World Wars has shown that between the 
time plant expansion is authorized and production goals are set and 
the time when they can be achieved there is a lag, varying with the 
size and complexity of the end items desired, of 12 months or more. 
One reason for the lag is the time required to make available the neces- 
sary plants and production equipment. In order to help reduce this 
time lag in future emergencies, reserves of industrial plants and equip- 
ment were set up after ‘World War II from units declared surplus and 
retained by the Government or sold subject to conditions regarding 
emergency production. Under the general supervision of the Muni- 
tions Board, these reserves are kept in a state of actual or potential 
readiness for use in the event of emergency. 


TYPES OF RESERVE 


The industrial plant and equipment reserves are divided into the 
national industrial reserve, the departmental industrial reserves (of 
the services), and the national and departmental industrial equip- 
ment reserves. ‘The national industrial reserve is stated to consist of 
plants deemed necessary to war mobilization but not needed for the 
peacetime supply of the military services and generally consists of 
plants which make or can make peacetime products. The depart- 
mental industrial reserves are stated to consist of plants needed for 
mobilization production which are, generally speaking, suitable only 
for the production of military end items and for which wartime pro- 
duction objectives have been established. However in practice it 
appears that no such clear division can be made. 

The industrial equipment reserves consist of production equipment 
and machine tools surplus to peacetime needs for military production 
which are suitable for use in mobilization production. Broadly 
speaking, industrial equipment is apportioned between the national 
industrial equipment reserve and the departmental industrial equip- 
ment reserves on a basis similar to the distinction set forth above as 
to the respective industrial plant reserves. 


STATUTORY AUTHORITY 


The Surplus Property Act of 1944 authorized the War Assets Ad- 
ministration to dispose of plants and equipment to private industry 
as they became surplus to the needs of the war effort. With rapid 
demobilization after the war, the Government declared a great volume 
of plants and materials surplus. Much of this surplus material was 
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sold, but a great part found no buyers for peacetime purposes. Long- 
range planning by the armed services indicated that the retention of 
some surplus plants and equipment for use in the event of a future 
emergency would be desirable. Where danger existed that war- 
production plants or equipment might be converted to uses having no 
wartime function, or might become completely useless by depreciation 
from idleness and lack of proper maintenance, the need for some means 
of preserving their war potential was especially apparent. Eventually 
authority was given under Public Law 364, Eightieth Congress, ap- 
proved August 5, 1947, to transfer plants and industrial equipment 
from the War Assets Administration surplus to the military depart- 
ments if necessary for mobilizaton planning. The same law authorized 
the imposition of such provisions in connection with the sale or lease to 
private industry of plants or equipment needed for future mobiliza- 
tion as would assure their availability for war-production purposes. 

Public Law 883, Eightieth Congress, approved July 2, 1948, devel- 
oped further the pattern of the industrial reserves by permitting 
maintenance by the Federal Works Agency (now General Services 
Administration) for remobilization readiness of plants and equipment 
which could not be leased or sold with a national security clause. 
In addition, it defined the “national industrial reserve’ to include 
industrial property sold or leased subject to a national security clause, 
and industrial property transferred to the Federal Works Agency 
(succeeded by the General Services Administration by act of Congress 
in 1949). It also defined the ‘‘national security clause’ to mean the 
provisions which guarantee the availability of sold or leased property 
for defense production purposes. The act also charged the Secretary 
of Defense with the responsibility for determining which excess 
industrial properties shall become a part of the national industrial 
reserve, and for establishing general policies for the care, maintenance, 
utilization, etc., of such property held by the civilian agency. The 
latter was charged with the custodial control, protection, etc., of the 
property transferred to it, subject to the direction of the Secretary 
of Defense. 

This statute also created a National Industrial Reserve Review 
Committee, composed of civilian industry specialists, appointed by the 
Secretary of Defense, operating under the supervision of the Munitions 
Board. 

The Munitions Board, as the coordinator of the military aspects of 
industrial mobilization, has in turn been charged by the Secretary of 
Defense with supervision of the national industrial reserve and the 
national industrial equipment reserve set up under the above acts. 


UTILIZATION OF THE NATIONAL INDUSTRIAL RESERVE 


The industrial reserve numbered about 180 plants in 1947, when 
the military departments were first given the right to select industrial 
property out of the War Assets surplus. Thereafter it increased to 
230 in 1948 and 236 in 1949. However, as rearmament began and 
operations became more stabilized, plants were somewhat more freely 
released to private industry. In February 1950 the reserve contained 
about 200 plants. As of April 1, 1952, this figure had declined to 178 
plants. 
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From the outbreak of hostilities in Korea to April 1, 1952, approx- 
imately 50 plants were reactivated. In 1951, 2 plants were added to 
the national industrial reserve and 10 transferred to the departmental 
reserve. 

The national industrial reserve, as of April 1, 1952, contained 178 
plants, of which 88 were designed to produce military products such 
as ships and explosives, and 86 to produce raw materials, prince ipally 
aluminum, magnesium, iron and steel, and nickel. It also contained 
two pipelines, a short-wave transmitter, and a plant of undetermined 
product. 

Of the 178 plants in the national industrial reserve, 160 had been 
sold or leased under a national security clause. As of April 1, 1952, 
141 were in use for their mobilization products or for products similar 
to their mobilization products, 19 plants were in use for other than 
mobilization products, and 18 plants were not in production. 

In preparation for mobilization, operators for mobilization produc- 
tion have been selected for 178 plants. For 150 plants, mobilization 
schedules have been completed. Upon receipt of M-day orders from 
the military services, the designated operators are to take control of 
these plants and operate them to meet these schedules. 

While a partial reactivation of the reserve has been accomplished in 
view of the limited mobilization following Korea, most of the post- 
Korean changes in the reserve were routine releases for nonmobiliza- 
tion production subject to national security clauses. Thus, in the 
judgment of the Munitions Board and the Secretary of Defense, the 
remobilization effort has apparently not yet reached a point sufficient 
to justify invoking recapture clauses and bringing about a large-scale 
activation of the NIR. 


UTILIZATION OF THE NATIONAL INDUSTRIAL EQUIPMENT RESERVE 


Releases of property from the national industrial equipment reserve 
appear to have been made more freely than releases of plants from the 
national industrial reserve. This would accord with the fact that as 
the mobilization effort progresses the shortage of machine tool supplies 
becomes increasingly acute, while the steady increase in the construc- 
tion of industrial plant facilities tends to build up a reserve of plants 
in private as well as in Government hands. The national industrial 
equipment reserve contained 14,531 tons of industrial equipment on 
February 28, 1951. Allocations and shipments to the military serv- 
ices in the following 12 months after allowing for 402 tons of inboard 
shipments, left approximately 7,462 tons in the national industrial 
equipment reserve as of March 1, 1952. 


ORGANIZATION AND STAFF 


The National Industrial Reserve Review Committee is charged with 
reviewing annually the justification for the retention of property in the 
national industrial reserve, for making recommendations to the Secre- 
tary regarding the disposition of property surplus to the reserves or 
usable in the civilian economy, and with advising the Secretary of 
Defense on NIR and NIER matters generally. 

The committee is divided into 10 industry subcommittees: aircraft; 
aluminum; automotive and tank; electric and electronic; guns, armor, 
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and ammunition; iron and steel; machine tools and machine-tool 
facilities; magnesium; ordnance, chemical, and fuel facilities; and 
shipyards. Detailed attention as to need for retention, conversion, 
or lease for nonmobilization uses, stand-by maintenance and re- 
mobilization is given with respect to each facility by the industry 
subcommittee directly concerned. Reports by the subcommittees 
are made periodically to the Munitions Board, and are submitted to 
Congress as part of the annual report of the Secretary of Defense. 

Each department is responsible for its own departmental industrial 
reserve and departmental industrial equipment reserve, and reports 
separately thereon to the Secretary of Defense through the Munitions 
Board. 

The Munitions Board has the authority to determine the length of 
time after the declaration of a national emergency that each military 
department will retain operational control of the portion of industrial 
machinery not returned to active use. 

In the Munitions Board the national industrial reserve is handled 
by the Facilities Division, Office of Facilities and Services. The 
national industrial equipment reserve is handled by the Office of 
Production Equipment. 


CaTALoG PROGRAM 
PURPOSE 


The various agencies of the Federal Government, civilian and 
military, purchase a-total of well over 3 million different items. 
Procurement functions vary greatly with the needs of particular 
agencies, and the result has been a tangled growth of procurement 
techniques. Over the years a wide variety of cataloging systems has 
grown up within the military departments and in the civilian depart- 
ments and agencies. A single item may be designated differently in 
different catalogs without adequate means of cross-referencing or 
interchange between the various systems. As a consequence buying 
has been duplicated, inventories have been excessive, apparent short- 
ages have been suffered when items were in reality abundantly avail- 
able under a different designation, and insufficient use has been made 
of interchange facilities for related or identical items procured and 
stocked by different agencies. Moreover, the absence of a uniform 
catalog together with the diversity of procurement procedures has 
made it difficult and unattractive for many businessmen and _ par- 
ticularly small-business men to sell to the Government. 

It has long been apparent that for purposes both of efficiency and 
of utmost utilization of the Nation’s industrial resources, a central 
catalog would be desirable which would describe precisely, uniformly, 
and specifically the numerous items procured by all the Federal serv- 
ices. A system is required which can give a single accurate and com- 
plete identification for every stock item, which can be adapted to 
the different supply needs of the various agencies, and which can 
serve as a single source of supply and stock information throughout 
the Government. 

However, the vastness of the enterprise has made this mission a 
challenging and difficult task. Studies have been under way for well 
over a decade, and concerted efforts have been made over the last 
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5 years toward its accomplishment. Substantial activity has taken 
place, but the advent of a new emergency has,found the Federal 
Government still far from having a full uniform catalog of standard 
procurement items. Since the emergency, the cataloging program has 
been reoriented to place primary emphasis on the new items used in 
current military procurement. 


STATUTORY Al TTHORITY 


The authority for the military catalog program is found in section 
213 (c¢) (1) of the National Security Act of 1947. as amended, which 
directs the coordination of — 
industrial matters, including the procurement, production, and distribution plans 
of the Department of Defense. 

Section 206 of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152) authorizes the establishment of a uni- 
form Federal supply catalog system for Federal agencies by the General] 
Services Administrator. Provision is made for coordinating the civil- 
lan and military cataloging activities. 

Since the Department of Defense had made greater progress and 
had received larger budgetary allowances for cataloging activities 
than the General Services Administration, it was decided that the 
authority for Federal-wide cataloging should be delegated to the 
Department of Defense, which redelegated it to the Chairman of the 
Munitions Board. To carry out this function the Munitions Board 
Cataloging Agency was reestablished by the Board in July 1950. 


THE LONG-RANGE PROGRAM 


The basic objectives of the cataloging program are both large scale 
and long range. This has required a protracted period of study, 
revision and re-revision of plans and suggested operating procedures 
for setting up basic and detailed nomenclatures, procedures. classifica- 
tions, and forms, and making the supply and procurement personnel 
familiar with the objectives and procedures of the program. More- 
over, the Cataloging Agency seeks to integrate the sections of the 
catalog into actual supply operations as it is being developed, and 
therefore the catalog must be correct from the beginning. 

The basic program of the agency is directed toward the establish- 
ment and uniform utilization of a complete system of cataloging, in- 
cluding a uniform index of all items being procured by the Federal 
Government. The first step in this program was the selection of 
uniform basic names and item names for procurement items. Basic 
names are names which can be applied to a cluster of items which have 
the broadest common characteristics. Thus, for example, ‘‘camera’”’ 
is the basic name for all equipment used to record images on light- 
sensitive material, 

Item names are designations used in item descriptions which dis- 
tinguish an item from all others which are not completely inter- 
changeable with it. Thus “Camera, motion picture, sound” is an 
item name which applies to a particular camera, serving a specific 
function, not freely interchangeable with other types. 
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After the creation of basic and item names comes the development of 
description patterns. These are intended to describe each of the 
3 million items in the Federal supply system so that its composition, 
purpose, standard, etc., will be stated in full detail and with precision. 
The description patterns are so designed that the characteristics of 
each group of described items are arranged in order of significance from 
the general to the more specific. For instance, a sample description 
pattern of a screw has the follow ing headings: “Item name’’; “ Mate- 
rial”; “‘Protective finish, if any”; “If locking style, state type’; 

“‘ Machining”’; ‘‘Head data’”’; “ Type of point, if “applicable”; “Thread 
data’’; ete. 

After description patterns have been established, item descriptions 
are prepared for all items in the many Federal supply systems. Each 
item is described in the manner indicated by the applicable description 
pattern; and from this a uniform and definitive list of inventory items 
and their characteristics should emerge. 

Generally, catalog data will be compiled on 8- by 5-inch cards, which 
will be distributed to all supply agencies. It is expected that general 
or special catalogs will be developed from the 8- by 5-inch cards by 
using agencies. ‘For certain kinds of items, cataloging information is 
prepared on punched cards suitable for use in electric acc ounting 
machines. 

Some duplication and overlapping of descriptions have resulted in 
view of differing procurement policies and needs throughout the Gov- 
ernment. Because of this duplication a cross-index and interchange- 
ability project has been established by the cataloging agency, which 
is expected to result among other things in the discovery of many 
duplications. 

Simultaneously with the development of the catalog, progress has 
been made toward the grouping of the things the Government buys 
into related categories for coding according to a continuous series of 
identification code numbers subdivided into approximately 75 groups 
and 500 commodity classes. A tentative listing of these groups and 
classes has been developed by a classification group working under 
the Catalog Agency. This program, when perfected, will provide for 
rapid and uniform classification of all federally procured items by 
reference to a numbered code. The major purpose of the Federal 
supply-classification system is to aid in departmental supply manage- 
ment, with special attention to stock accounting, requirements 
planning, assignment of purchase responsibility, requisitioning, issue, 
redistribution, and disposal. Because the system is so general and 
comprehensive, it is not expected that it will solve all supply manage- 
ment problems in the departments. Each department is expected to 
develop subclassifications and adaptations suited to its own needs. 

Progress toward coordination of cataloging with standardization 
activities in the Munitions Board and within the departments was 
indicated by the adoption of a Plan of Action for the Federal Cataloging 
Program in August 1951. 

In electronics, electrical, and related item procurement, the program 
has been carried out to some extent through the preparation of a 
Standard Guide for Preparation of Item Vescriptions, Military Stand- 
ard 125, which includes Federal catalog item names and description 
patterns in the electronics field. 
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REORIENTATION SINCE KOREA 


The coming of the Korean emergency found the cataloging pro- 
gram still far from completion. The basic labeling process—the 
preparation of description patterns and item descriptions—was at 
that time scheduled for completion by June 30, 1952. After the com- 
pletion of description patterns and item descriptions, cross-referencing 
and interchangeability would still have to be completed before the 
catalog could become an effective tool for procurement. 

In view of the emergency the cataloging program was reoriented 
“for industrial mobilization.”” This meant that immediate emphasis 
was given to the completion of the uniform catalog data for mobiliza- 
tion and wartime items. New military supply items, at a rate of 
about 250,000 items per year, are given first priority in cataloging. 
Although plans have been formulated for cataloging these new 
items at the time of procurement and prior to their entry into the 
supply systems, it appears that not all of such items are currently being 
cataloged. 

This reorientation indicates that the program schedule may be 
adaptable to changing circumstances. But there is no indication that 
the Agency’s basic procedure of studying, weighing, and evaluating 
the proposed catalog listings with extreme care has been similarly 
accommodated to the demands of the war. 


ORGANIZATION AND STAFF 


The Vice Chairman for Supply Management is charged with over-all 
supervision of the cataloging effort. Under him the actual work is 
carried out by the Munitions Board Cataloging Agency. The per- 
sonnel connected with cataloging make up roughly one quarter of the 
Munitions Board’s total staff. The Munitions Board Cataloging 
Agency employs 207 people, including a professional staff of 33. 

Policies for the Munitions Board Cataloging Agency are established 
by the Director of the Agency with advice and coordination by an 
advisory group representing the military departments. 


STANDARDIZATION PROGRAM 
PURPOSE AND PRINCIPLES 


The purpose of the standardization program is to achieve the 
highest practical degree of standardization of all items of material 
used by the armed services including those processes and practices 
essential to the manufacture, packaging, packing, inspection, and 
acceptance of these items. The program is concerned with ways to 
(1) reduce the number of different types in each category of end 
items essential to military operations to the least practical number; 
(2) achieve the greatest practical interchangeability of components 
used in these end items; and (3) make one common series of specifica- 
tions and standards. Conservation of resources, both material and 
manpower, is a major aim of standardization. 

The principles of standardization involve the establishment of a 
pattern, rule, or form as a basis for measurement and comparison in 
the production and use of materials, machines, and products; the 
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selection of types, forms, materials, sizes, methods, and procedures 
best fitted for the purposes intended; and the elimination from con- 
sideration of all variations from the standard adopted. 


STATUTORY AUTHORITY 


Section 213 (ec) (3) of the National Security Act of 1947, as amended, 
makes it the duty of the Munitions Board “to plan for standardization 
of specifications.” 

PROCEDURES 


Standards contain detailed technical guidance and data for designers 
and producers of military supplies, and may be classified into four 
major categories: (1) those that establish the technical, dimensional, 
and functional limitations of equipment designs; (2) those that 
establish the compositional and functional limitations of materials; 
(3) those that establish the methods of production, fabrication, pack- 
ing, and other similar processes ; and (4) those that define terminology 
or prescribe uniform methods to define technical and engineering 
practices in order to obtain accuracy in the description of production 
or processes. 

A specification is a clear and accurate description of the technical 
requirements for specific materials, products, or services, including 
procedures used to determine that these requirements are met. 

Federal Standards and Specifications cover those requirements 
applicable to all Federal agencies including the military departments. 
These documents are developed, coordinated, and promulgated under 
policies and procedures initiated by the Administrator of General 
Services. Military Standards and Specifications cover those require- 
ments solely or predominantly applicable to military use and are 
processed under policies and procedures enunciated by the Munitions 
Board. 

Whenever it is determined that a need exists for a standard, specifi- 
eation, or revision thereof, the requiring military service notifies the 
Munitions Board Standards Agency. This need may also be dis- 
closed by a study conducted by the Standards Agency. 

After review and acceptance of these proposals, the Munitions 
Board Standards Agency initiates a project and designates an appro- 
priate and qualified activity or appoints a task group of qualified 
representatives of the three departments to prepare the proposed 
document. 

Preparing activity method 

When this method is used, the Munitions Board Standards Agency 
designates one of the Army technical services, Navy bureaus, or the 
Wright Air Development Center as the preparing activity. A draft. of 
the document is prepared by the designated preparing activity and 
circulated to all interested parties and to industry when appropriate. 
The preparing activity resolves all differences, if possible, or refers 
them to the Munitions Board Standards Agency for resolution. The 
final draft is submitted to the Standards Agency for review, approval, 
promulgation, and inclusion in the official Index of Military Specifica- 
tions and Standards. 
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Task group method 

When this method is used, the Standards Agency requests the 
departments to designate qualified personnel for membership on a task 
group to dev elop a proposed specification or standard, or designates an 
established joint agency to do so. When the draft has been prepared, 
the same procedure i is followed as set forth in the preceding paragraph. 


CURRENT PROGRAMS IN SPECIFIC AREAS 


Within the over-all standardization policies established by the 
Munitions Board, and under the general guidance of the Munitions 
Board Standards Agency, several specialized programs are carried on. 
These programs are concerned with specific industries, such as petro- 
leum, aircraft, and electronics, and constitute a highly significant part 
of the over-all standardization effort. Joint agencies exist to draft 
specifications and standards which are essential to these particular 
commodity groups and, as such, these full-time agencies are considered 
as standing task groups for these specialized fields. 

Under the guidance of the Standards Agency, standardization 
projects in other fields are conducted by utilizing established industrial 
advisory committees, such as the Cranes and “Shovels Industry Ad- 

visory Committee, Internal Combustion Engine Industry Advisory 
Committee, and the Packaging Industry Advisory Committee. In 
addition, there are 2,100 active standardization projects being worked 
on under supervision of the staff of the Munitions Board Standards 
Agency. 
RELATIONSHIPS WITH OTHER AGENCIES 


Although the Research and Development Board does not concern 
itself directly with the problems of standardization, the staff of the 
Standards Agency maintains liaison with it. When required, the 
assistance of the Research and Development Board is solicited to 
develop improvement in standard products which are known to have 
discrepancies in actual use. Also, the results of standardization are 
transmitted to research and development activities for guidance in 
design of new items so that established standards, w hen applicable, 
will be incor pocated to the maximum extent in all new equipment. 

Coordination is effected between the Munitions Board Standards 
Agency and the Standards Division of the Federal Supply Service, 
General Services Administration, the activity responsible for promul- 
gation of Federal Specifications and Standards. In addition, one of 
the members of the advisory group of the Standards Agency is a key 
member of the Federal Supply Service. 

Coordination is also maintained with the National Bureau of Stand- 
ards. An example is the work on the development of Handbook 
H-28, Screw Thread Standards for Federal Services, which is a com- 
pilation of the details of screw threads selected for Federal agencies 
to use in designing equipment. One of the keymen on the inter- 
departmental Screw Thread Committee, the working groups for the 
handbook, is the Chief of the Design Division of the Standards Agency. 
It will be noted that the National Bureau of Standards does not estab- 
lish standards; it conducts research and works up the data on which 
these standards are based. These standards, which are national and 
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voluntary, are established by the American Standards Association 
and other industrial standardization bodies. All governmental 
activities, including the Standards Agency, maintain liaison with 
these standardizing bodies. 


SOME RECENT EXAMPLES 


A recent military standard of general application is MIL-STD-129, 
Marking of Shipments. This standard establishes a uniform marking 
system ‘and replaces diversified systems heretofore appearing in 10 
separate specifications and standards of the military departments. 
No longer will a manufacturer have to mark his items differently for 
each of 16 possible military purchasers. Advantages accruing through 
the use of this standard are readily apparent. 

Military Specification MIL-F-3541 and related standards de- 
scribe a series of standard lubrication fittings which will be included 
in all new designs and specifications for military equipment. An 
allied project, the establishment of a standard for lubrication equip- 
ment, is nearing completion. This will result in simplification of 
maintenance practices, economy of procurement and distribution, 
and increased combat effectiveness. When these specifications and 
standards are fully implemented the case of the tank or truck that 
could not be kept going in the field because the available grease guns 
would not fit the lubrication fittings on the vehicle will not recur. 


ORGANIZATION AND STAFF 


To supervise, administer, and direct the military standardization 
program, the Munitions Board Standards Agency was set’ up under 
the direction of the Vice Chairman for Supply Management. This 
Agency, in conjunction with the military departments and the General 
Services Administration, develops plans, policies, and procedures 
governing the program; assigns responsibility for preparing military 
standards and specifications to one or more of the military depart- 
ments; and, after such standards and specifications have been estab- 
lished by the military departments, reviews, revises, and officially 
promulgates them. 

The Standards Agency consists of a Director, a Deputy Director, 
an advisory group, and an Agency staff. The advisory group includes 
three military members and three alternates designated respectively 
by the Army, Navy, and Air Force members of the Munitions Board. 
The Administrator of General Services Administration also designates 
one member and one alternate. The Director of the Standards Agency 
serves as Chairman of the Advisory Group. 


SMALL Bustngss PRoGRAMS 
MOBILIZATION PROBLEMS OF SMALL BUSINESS 


Small business, which has been defined by the Congress to include 
those manufacturing concerns having not more than 500 employees, is 
an essential segment of our economy in wartime as well as in peace- 
time. It is estimated that during World War II small manufacturing 
establishments contributed 30 percent of the total war production. 
However, the competitive role of the 3,670,000 small businesses is 
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beset with many problems even in normal times and in times of 
mobilization these problems are aggravated by the inherent nature of 
the mobilization effort. 

Under the procedure required in peacetime by the Armed Forces 
Procurement Act of 1947, whereby competitive bids were solicited by 
formal advertising, the smaller firms were able to determine to a fair 
degree what was being purchased. If they were competitive in quality, 
price, and delivery with the larger concerns, they were able to sell a 
substantial quantity of goods to the Government. After Korea, and 
particularly after the declaration of a national emergency in Dece mber 
1950, the Armed Forces relied more heavily on negotiating contracts 
rather than on competitive advertising in the procurement of war 
materials. In January 1951 the armed services purchased over 90 
percent of their requirements by negotiating contracts, usually calling 
in only a few concerns for proposals in connection with each award. 
The natural tendency under the stress of the emergency was for 
procurement officers to call in the larger concerns who had the organi- 
zation and resources to bid for the larger contracts. 

In addition, since the initial emphasis was to place orders for those 
hard-to-get long-lead hard-goods items usually handled by larger 
firms, and because production schedules had been previously set up 
under the production-allocation program with larger firms, the mili- 
tary departments tended to overlook the services of smaller businesses. 

Material shortages also aggravated the difficulties of small business. 
Having less impressive buying power, financial resources, and business 
relationships than the larger manufacturers, they could not adapt 
themselves as readily to the changed market conditions of chronic 
and increasing raw materials shortages. 


STATUTORY AND OTHER AUTHORITY 


Section 2 (b) of the Armed Services Procurement Act of 1947 lays 
down the policy— 


that a fair proportion of the total purchases and contracts for supplies and 
services for the Government shall be placed with small-business concerns. 


Section 701 (a) of the Defense Production Act of 1950 provides that 
it is— 
the sense of the Congress that small-business enterprises be encouraged to make 
their greatest possible contribution to achieve the objectives of this Act. 

Despite the statutory emphasis on giving small business a fair 
proportion of all procurement contracts, it was clear that, for the 
reasons previously mentioned, the larger manufacturers were receiving 
the lion’s share of defense contracts. Studies have indicated that 
10 large manufacturmg companies handled 40 percent of the total 
dollar volume of defense contracts during the first 8 months after 
the Korean war; and that 50 companies commanded almost two- 
thirds of the dollar volume of defense contracts. Small businesses 
were limited to approximately 20 percent of the awards. As of the 
first of January 1952, the cumulative total of prime contracts with 
firms employing fewer than 500 persons awarded since the start of the 
Korean war amounted to $9.8 billion, or 20 percent of the total military 
contracts with business firms in the continental United States. 

These statistics, of course, are based on prime contracts, giving no 
consideration to subcontracting, which is substantial. Besides, in 
certain fields such as aircraft, by their very nature small business could 
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not possibly bid on prime contracts, but does participate in subcon- 
tracts. 

Nevertheless, it was apparent that the potential capabilities of small 
concerns were not being fully utilized. Recognizing this unhealthy 
concentration of defense contracts in industry, the then Secretary of 
Defense, on the recommendation of the Munitions Board, issued a 
directive in December 1950 to the military departments in which the 
urgent necessity of spreading the work among small plants was strongly 
emphasized in order to broaden the industrial base of the procurement 
program. 

The Secretary’s directive to broaden the industrial base of procure- 
ment programs sets forth the following pertinent points: (a) The 
equitable distribution of procurement contracts among the maximum 
number of competent suppliers, (6) the fullest possible use of small 
business concerns, (c) the utilization in negotiation of competitive and 
multiple awards whenever possible, and (d) the aggressive encourage- 
ment or requirement of subcontracting by prime contractors. 


STEPS TAKEN TO AID SMALL BUSINESS 


To effectuate the directive of December 1950 the Munitions Board 
directed each of the three military departments to appoint a small- 
business specialist in each procurement office to devote his efforts 
exclusively to assist small-business concerns with military procure- 
ment in close liaison with the field offices of the National Production 
Authority. The military departments completed the appointment of 
the small-business specialists in July 1951. It should be noted that 
the small-business specialists were given no effective authority, as 
their services were solely advisory. 

In addition, the procurement officers were directed to take par- 
ticular account of the extent of subcontracting which the prime con- 
tractor is willing to do as one of the factors in the negotiation of prime 
contracts. This policy is effective only to the extent that the con- 
tracting officer is willing or able to obtain commitments from prospec- 
tive prime contractors. 

In March 1952, the Munitions Board adopted policies intended to 
divert a portion of military procurement to designated “labor surplus 
areas.’’ However, because of the economic ‘advantages of large 
organizations, the ‘small units in many cases could not compete effec- 
tively unless they were granted a price differential. Such price 
differentials are not now authorized by the policies referred to, and 
if authorized by a supplemental directive, will have to be approved 
in each case by the secretary of the department concerned. Although 
the legality of using justifiable price differentials to save the productive 
capacity of small business was established by an opinion of the 
Comptroller General in May 1951, it appears that such authority has 
not been used except in a very few cases where it has been determined 
necessary to have multiple sources of supply for critical items. 

One of the problems of small business is to find out which companies 
received prime contracts so that the small concerns can offer their 
services as subcontractors. In the past one guide to potential sub- 
contracts widely used by small business was the Department of 
Commerce Weekly Synopsis of Contract Awards, which is made up 
from data furnished by the various armed service procurement centers. 
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At the same time as the military agencies switched from advertised 
bidding to negotiation, they stopped furnishing to the Department of 
Commerce the dollar value of contract awards of over $25,000 on the 
grounds of military security. This caused the synopsis to become 
ineffective as a source of leads for subcontracting. 

The Munitions Board in June 1951 revised its policy so as to permit 
the dollar value of contracts under $250,000 to be published. Those 
over $250,000 omit the dollar value, but the fact that they fall in 
this large classification may be a sufficient guide to subcontracting 
possibilities for small firms to follow. 

In addition the Munitions Board issued a directive that certain 
unclassified proposed negotiated procurements be published in synopsis 
form which, for security reasons, will give only a minimum general 
description of the item required. This system will be of assistance in 
informing the small-business man of opportunities to bid under 
negotiated procedure. 

The Munitions Board also revised the Armed Services Procurement 
Regulations to provide several aids to small business. These aids 
consisted of instructions to procurement offices to— 

(a) Divide negotiated procurement of supplies or services into 
reasonably small lots in order to permit making multiple awards. 

(6) Employ lists similar to the bidders lists used in formally 
advertised procurements, to uncover small-business sources, and 
to broaden the industrial base. 

(c) Employ advance notices, similar to notices in advance of 
the issuance of invitations for bid, to inform prospective small- 
business concerns and others of proposed negotiated procure- 
ments. 

(d) Employ suitable methods in soliciting proposals where an 
excessive number of potential suppliers exist. 

(e) Allow the maximum amount of time practicable for prepa- 
ration and submission of proposals. 

(f{) Make multiple awards to the greatest extent practicable. 

Moreover, the Munitions Board has introduced a training program 
for procurement personnel covering the problems of small business 
and the need for broadening the industrial base of suppliers. It also 
collaborates with the Defense Production Administration in the 
problem of making small concerns capable of handling larger contracts 
through the use of pooling arrangements. 


ORGANIZATION AND STAFF 


The organization chart of the Munitions Board provides for a 
special adviser to advise the Chairman of the Munitions Board on all 
small-business matters, to represent the Department of Defense 
before Congress and civilian agencies on small-business matters, and 
to perform related functions. 

The Office of Small Business is under the direction of the Vice Chair- 
man for Supply Management. This office is responsible for the 
formulation of Department of Defense policy with respect to small 
business. It advises, collaborates with, and coordinates the activities 
of the military departments with respect to small business and | 
responsible for compliance by the military department with the 
policies, procedures, and small-business programs developed. How- 
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ever, the Munitions Board does not review contracts prior to their 
execution, nor does it sit in on negotiation of contracts to determine 
the relative weights being given to any factors, including the sub- 
contracting factor, that must be considered in the awarding of con- 
tracts. The Defense Procurement Policy of April 5, 1951, states that 
procurement will be broken down into reasonably small lots. The 
Armed Forces Procurement Regulations require that a clause be in- 
serted in the prime contracts to the effect that subcontracting will be 
done to the greatest practicable extent. It is the responsibility of the 
member of the Munitions Board from each department to assure that 
his department complies with these instructions. 

Assistance to small business on the regional level is among the 
functions of the Armed Forces regional councils which are described 
above in the section on Procurement Programing. 

The Congress, recognizing the need for more effective aid to small 
business, provided for the creation of a new agency, the Small Defense 
Plants Administration in the 1951 amendment to the Defense Produc- 
tion Act of 1950 (Public Law 96, 82d Cong.). The agency is author- 
ized to have a. revolving fund of $50 million, which would be used to 
enter into contracts with any department, agency, or officer havi 
procurement powers to furnish materials and equipment to the United 
States Government. However, no funds have as yet been appro- 
priated for this purpose. The agency would then arrange for the 
performance of such contracts by subcontracting to small-business 
concerns. The agency also recommends to the RFC the making of 
loans to small business and, in general, be a clearinghouse of technical 
aid and information for small concerns. However, it is anticipated 
that the primary effort of the administration will be to participate 
with procurement agencies in “joint determination’’ for the purpose 
of earmarking certain procurement for award to small business. The 
administration also cooperates with the Defense Production Adminis- 
tration and the National Production Authority with a view to seeing 
that small business gets a fair share of allocated materials and resources. 
The Administrator will report directly to the President. 
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APPENDIX 





Tue NationaL Security Act or 1947, as AMENDED 


Section 213. (a) There is hereby established in the Department of Defense a 
Munitions Board (hereinafter in this section referred to as the “Board’’). 

(b) The Board shall be composed of a Chairman, who shall be the head thereof 
and who shall, subject to the authority of the Secretary of Defense and in respect 
to such matters authorized by him, have the power of decision upon matters 
falling within the jurisdiction of the Board, and an Under Secretary or Assistant 
Secretary from each of the three military departments, to be designated in each 
case by the Secretaries of their respective departments. The Chairman shall be 
appointed from civilian life by the President, by and with the advice and consent 
of the Senate, and shall receive compensation at the rate of $14,000 a vear. 

(c) Subject to the authority and direction of the Secretary of Defense, the 
Board shall perform the following duties in support of strategic and logistic plans 
and in consonance with guidance in those fields provided by the Joint Chiefs of 
Staff, and such other duties as the Secretary of Defense may prescribe: 

(1) coordination of the appropriate activities with regard to industrial 
matters, including the procurement, production, and distribution plans of the 
Department of Defense; 

(2) planning for the military aspects of industrial mobilization; 

(3) assignment of procurement responsibilities among the several military 
departments and panne: for standardization of specifications and for the 
greatest practicable allocation of purchase authority of technical equipment 
and common-use items on the basis of single procurement; 

(4) preparation of estimates of potential production, procurement, and 
personnel for use in evaluation of the logistic feasibility of strategic operations; 

(5) determination of relative priorities of the various segments of the 
military procurement programs; 

(6) supervision of such subordinate agencies as are or may be created to 
consider the subjects falling within the scope of the Board’s responsibilities ; 

(7) regrouping, combining, or dissolving of existing interservice agencies 
operating in the fields of procurement, production, and distribution in such 
manner as to promote efficiency and economy; 

(8) maintenance of liaison with other departments and agencies for the 
proper correlation of military requirements with the civilian economy, par- 
ticularly in regard to the procurement or disposition of strategic and critical 
material and the maintenance of adequate reserves of such material, and 
making of recommendations as to policies in connection therewith; and 

(9) assembly and review of material and personnel requirements presented 
by the Joint Chiefs of Staff and by the production, procurement, and dis- 
tribution agencies assigned to meet military needs, and making of recom- 
mendations thereon to the Secretary of Defense. 

(d) When the Chairman of the Board first appointed has taken office, the 
Joint Army and Navy Munitions Board shall cease to exist and all its records and 
personnel shall be transferred to the Munitions Board. 

(e) The Secretary of Defense shall provide the Board with such personnel and 
facilities as the Secretary may determine to be required by the Board for the 
performance of its functions. 
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